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further bad 
weather in 
wake of storms 

Mare rain was forecast for 
western Europe today as the con- 
tinent struggled to cope with the 
effects of ferocious storms from 


BUSINESS MEWS 

Segezha mill 
ends production 
after dispute 
overfunding 

Production at one of Russia's 
largest paper mills is to end after 
a dispute over funding between 
Swedish forestry group Assi- 


the At lantic which had left a" trail Domfin and its Russian partners, 
of deaths and -widespread dam- The Segezha plant in Karelia, 
age. Page 12 which employs 5,500 people, will 

N Ireland peace talks In crisis ^ producing on Thursday fol- 
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• whig. Page 8 ' " at troubled -financial institutions 

'.SSSiSSlSSS^ SSSKSS?" 

the Royal Air Force to lease US- Ford Motor, second-biggest US 
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rapid deployment offerees. Jt is future “light tracks' 1 - sports 
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ta nks . Page 8; Editorial Com- US emission standards for cars, 
meat, Page Ii- - . Page 13; Leo; Page 12; Motor 

HwkonmMtvwvmwychief <*»»»««, PSgeM 

Merlon President Ernesto . . A consortium induding the 

Zedillo named foreign -minister. UK's GKN Westland and Italy’s 

. Jose Angel Gurria, _a 47-year-old Agusta has won a C$590m 
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tbe Bank of Mexico. «** Freneh 

IKoscow crime fans 20% • leisure group, posted a 5.36 per 

Recorded crime hi Moscow fell 20 cent share rise after chairman 
per cent last year as residents Philippe Bourguignon higfa- 
became smarter at protecting 1 . lighted pricing ah^d of the 
themselves andihe forces of law launch of its new strategy later 
and order began working more this month. Page 16 
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Cloven, venture capital group, 
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Germany urges Italy, Netanyahu survives vote 

Greece and Turkey to 

tighten border control 


By Peter Norman in Bonn, 

John Barham In Ankara and 
James Bfitz in Rome 

The German government called 
on Italy, Greece and Turkey yes- 
terday to tighten their border 
and interna] controls to prevent 
an influx of Kurdish refugees 
into Germany. 

Amid reports that hundreds of 
Kurds were heading for western 
Europe with tbe aim of entering 
Germany illegally, Manfred 
Kanther, interior minister, said 
European and Turkish police and 
security experts should agree 
practical measures at a meeting 
in Rome on Thursday. The issue 
will also be on the agenda of a 
European Union working group 

meeting thic week. 

About 1.200 refugees, many of 
them Kurds fleeing poverty and 
violence in south-eastern Turkey 
and northern Iraq, have landed 
on the Italian coast in the past 10 
days. More than half a million 
Kurds already live in Germany. 

Mr Kanther urged that ports 
and ferries In Turkey, Greece and 
Italy should be more tightly 
checked for illegal migrants and 
that emigration controls should 
be established in Greece and Tur- 
key on routes to the Balkans. 

The minister demanded 
tougher checks on Italian streets 


because the country was a 
favoured route for refugees into 
southern Germany via France. 
He was critical of Italy for foiling 
to enact swiftly a law to clamp 
down on illegal immigrants and 
facilitate their return to their 
countries of origin. 

Mr Kanther also called for 
action within the ELTs Schengen 
group, which unites nine coun- 
tries in a passport-free zone 
against ships and airlines carry- 
ing illegal immigrants. 

He said a harmonised finger- 
printing system should be set up 
for asylum-seekers and illegal 
immigrants, so that authorities 
could know where they had first 
entered tbe Schengen states. 

The Schengen group did not 
just allow the free movement of 
citizens within their borders, he 
said. They also constituted a 
security system, but there was a 
need for improvements among 
the southern European members 
of the group. 

Italy has counted as a member 
of the Schengen group since 
October and is eliminating its 
border controls, while Greece 
participates in the group's sys- 
tem of information exchange. 

Italian government mini sters 
defended themselves against the 
German criticisms. The interior 
minister, Giorgio Napoli tano, was 


quoted in Italian newspapers as 
saying that police had expelled 
about 38,000 clandestine immi- 
grants to Italy in 1907 alone. 

Murat Basesgioglo, Turkey’s 
interior minister, accused the 
separatist Kurdistan Workers' 
Party (PKK) of organising the 
wave of migration, which he 
described as a slave trade. He 
denounced European countries 
that “tolerate the presence on 
their soil of the PKK, whether it 
be legal or illegal”. 

Although officials in Bonn yes- 
terday distanced themselves from 
reports that 10,000 Kurds were 
preparing to sail for Italy on then- 
way to Germany, there has been 
mounting concern at a sharp rise 
in the influx of Kurds and tbe j 
involvement of organised crime | 
syndicates in moving them. j 

According to Klaus Kinkel, 
Germany's foreign minister, the 
inflow of Iraqi Kurds entering 
Germany illegally increased by 
600 per cent over the past two 
years to more than 6,000. 

With a general election on Sep- 
tember 27. the Bonn government 
is anxious about the political fall- 
out of large-scale illegal immigra- 
tion. Politicians believe the coun- 
try Is virtually incapable of 
absorbing more refugees. 

Concern over refugees, Page 2 



Israeli foreign minister David Levy (left) gestures as prime minister 
Benjamin Netanyahu looks across at his former coalition partner 
who resigned at the weekend, weakening the government They are 
pictured at the start yesterday of the vote on the 1998 budget. Levy 
voted with the opposition but the government gained approval for 
the budget by six votes, passing its first test since Levy’s resigna- 
tion. Netanyahu defies split to carry budget, Page 12 Pterura; RnKn 


US long bond yield falls to an all-time low 


By John Labate In New York 
and Philip Coggan in London 

Hfe US long bond yield fell- to a 
record low yesterday after week- 
end comments by Alan Green- 
span, Federal Reserve chairman, 
and instability in Asian markets 
sparked a rise in. Treasury bond 
prices. 

The 30-year Treasury bond, the 
benchmark for long-term interest 
rates in the US, jumped IS to 
10&&, sen d ing the yield down to 
5.742 per cent by early afternoon. 

That yield level broke through 
the previous record low of 5.78 
per cent set in October 1993. Ana- 
lysts said the current yield was 
the lowest since regular issuance 
of 30-year bonds began in 1977. 

Developed bond markets have 


been strong in recent weeks in 
the wake of the Asian crisis, with 
investors believing that the 
region's economic problems 
would reduce world growth and 
that the devaluation of Asian 
currencies would create intense 
competitive pressures for west- 
ern businesses. Both these fac- 
tors would reduce inflation, the 
enemy of fixed Income investors. 

Tbe market's optimism was 
reinforced by a speech given by 
Mr Greenspan in Chicago on Sat- 
urday, when he discussed the 
potential risks of asset price 
declines. 

The speech implied US interest 
rates would not be rising in the 
Immediate future. In addition, 
the Fed chairman's willingness to 
raise the spectre of deflation, a 


US long bond 


Benchmark yield (%} 
16 
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popular point of debate among 
economists, was enough to Jar 
the markets into action. 

"The fact that the chairman of 
the Federal Reserve would talk 


about the implications of defla- 
tion is giving the idea a legiti- 
macy that it didn't have before,” 
said Kevin Logan, senior market 
economist at Dresdner, Klemwort 
Benson in New York. 

Currency and market turmoil 
in Asia has also driven “flight to 
quality” buying of US bonds. In 
addition, economic data continue 
to record a solid growth in the 
US economy with little trace of 
inflationary rises in prices. “Even 
without Greenspan the market is 
in a bull trend,” said David Ging, 
market strategist at Donaldson, 
Lufkin & Jenrette. 

Asian stock markets generally 
traded lower yesterday, and a 
number of Asian currencies 
recorded all-time lows against the 
US dollar. But European finan- 


cial markets were lifted by the 
strength in US Treasury bonds 
and by the rally in the dollar, 
which reached a 5'i-year high 
against the yen and passed 
DM1.82, its best level against tbe 
D-Mark since September. A stron- 
ger dollar improves the outlook 
for European exporters. 

Government bonds gained 
more than a point in London and 
Frankfurt, where the benchmark 
10-year yield fell to 5.2 per cent. 
Stock markets in Copenhagen, 
Madrid and Milan recorded 
all-time highs. In London, the 
FTSE 100 gained 69 points to 
5,262.5. 

Bonds, Page 20; World stocks. 
Page 31; London stocks. Page 28; 
Lex, Page 12 
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Thailand^ finance ministtarwill 
visit Washington on January 19 
fo a move to ease the strict condi- 
tions attached.to the Interiia: _ : 
tional Monetary Fond’s $l7_2bn 
rescue programme. Page'4 


Netscape shares drop on 
warning of $89m loss 
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today charging that television compeiitois. PUge2 .- 

talk-show pexstmality Oprah Win- . Xonw, US office technology 
frey and one of ibex guests J .. J.*. group, cmnpleted the $338m cash 
t fefom ed American beef in a dis- ' , . sale of Westchester Specialty 
mission of tbe posrible threat Group, insurance unit ^of Talegen 

from “mad qowT disease. Page 5 - . Hifldiiigs,to ACE. Page 14 


Balloonist mdssfobsl attempt 

Commodities trader SfeveFossett 
ended bis fourth attempt.to pilot 
a balloon nonstop around the 
world, landing on the-edge of the- ' 
Black Sea after trouble with his - 
heater and directional controls. 


Markets 


‘ Bony is paying Jll&n for 5 per 
cent of NextLevel Systems, 
mak er of the -technology chosen 
by Reading US cable TV compa- 
nies to steer the. industry towards 
interactiye dxgital home services. 
Rage 14 . r - 


By Nicholas Denton 

in San Francisco 

Shares in Netscape 
Communications, the internet 
software start-np, fell yesterday 
after the company said it expec- 
ted lower sales and a $85m-$89m 
net loss in the fourth quarter. 

Netscape blamed competition 
from Microsoft for the fall, 
which few analysts had foreseen. 
In morning business on Wall 
Street, the company's stock was 
trading at L8£ - down 5$, or 22 
per cent, on Friday’s dose, and 
the lowest level since the com- 
pany went public in August 
1995. 

Two years ago the company, 
which initiated the market for 
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COMMENT & ANALYSIS 


• The trorito wttft Algeria 

6Storiai,_Page U 

• China - collectives fatter forward 

Asia teas, Page 4 

• Colombia - floral identity problem 
World Trade News, Page 7 


TECHNOLOGY 

• Waste disposal fa the Eli 
Law, Page 19 

• MTT probes vegetable power 
Technology, Page 19 


FINANCE 

• Euro's exchange rate policy 
European News, Page 2 

• Services shine fa two-speed Britain 
Page 10 



The privatised Milan stock exchange 
gets off to a flying start, Page 32 


• Properly market confident 
IK News. Page 8 

• Hafians get eqHBy itch 
World stock Markets, Page 32 
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# fSghSgirts at a glance 
Global Equity Markets. Page 31 


NOTICE OF REDEMPTION 
To The Holders Of 
ITT Promedia CVA 
DM 575,000,000 

9k% Senior Subordinated Notes Due 2007 

CU5IP No. 45068aaa9 # 

Common Code 8062757* 

KIN BE0U6239337* 

German Security Code-WKN No. 195193* 

Redemption Date: January 8, 1998 

NOTICE IS HEREBY OVEN to the holders of the 9VX» Senior Subordinated Notes 
doe 2007 {the "NotesT) of ITT Promedia CVA (the “Company") that, pursuant to Section 
1109 of the Indenture dated as of September 15, 1997 (the Indenture”) between the 
Company and Citibank, NA, as Trustee and pursuant to paragraph 4 of page 5 of the 
Global Note, the Company las called for redemption on January 8, 1998 (the 
"Redemption Date"! all of its outstanding principal amount of Notes at a Redemption 
Price of 100% of the principal amount thereof phis accrued interest to the Redemption 
Date phis the Applicable Special Redemption Premium (the "Redemption Price”). 

"Applicable Special Redemption Premium" means the greater of G) L0% of the 
principal amount of such Note and Gj) the excess of (A) the present value of all 
payments to maturity, computed ising a discount rate equal to the average yield to 
maturity of the 6% Bund maturing July 4, 2007, as quoted (on a semi-annual basis) by 
Goldman, Sachs & Co. and Chase Securities Inc. on the close of business two days 
prior to the Redemption Date, phis 315% over (9 the then outstanding principal 
amount of such Note. 

The Redemption Price of the Notes will become due and payable on the Redemption 
Date, and interest thereon shall cease to accrue from and after the Redemption Date. 
This Notice of Redemption is conditioned upon the deposit with Tbe Chase Manhattan 
Bank (Brussels Branch! as Paying Agent (the "Paying Agent"), of sufficient redemption 
moneys prior to the Redemption Date. Payment of the Redemption Price of the 
Notes will be made by the Company in Deutsche Mark through the Paying Agent to 
Euroclear or Cedel in accordance with the rules governing the X/N clearing system 
operated by the Belgian National .Bank. 


January 5, 1998 


*N6 is mde as to the correctness of the CUSP, Gammon Code, [SIN or German Security 

Code numbers cited as printed oc the Notes or as contained in this Notice of Redemptioa 


FT.com: the FT web site provides updated news and an updated 
archive of back articles at http://www.FT.com 
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NEWS: EUROPE 


French Communist leader seeks to capitalise on top legal body’s constitution ruling 

New call for Europe referendum 


By David Owen in Paris 

Robert Hue, national 
secretary of the French Com- 
munist party, yesterday 
stepped up his calls for a 
new French referendum on 
Europe, declaring that it was 
“up to the people to decide". 

The Communist leader, 
whose party is a junior part- 
ner. in France's leftwing 
coalition government, for- 
mally requested a referen- 
dum in a letter to President 
Jacques Chirac. 

In an interview in Le Pari- 
sien newspaper, he argued. 


in particular, that many 
unexpected decisions had 
been taken since the French 
approved the Maastricht 
treaty by a tiny majority in a 
previous referendum in 1992. 

These decisions “reinforce 
the constraints which are 
opposing the implementa- 
tion of the new politics of 
social and human progress 
[the French] voted for [in the 
general election] last May 
and June". 

Mr Hue Is seeking to capi- 
talise on a ruling last week 
by the constitutional coun- 
cil. the country's top legal 


body, to the effect that 
France will need to revise its 
constitution before ratifying 
the European Union's 
Amsterdam treaty. 

The Amsterdam treaty is 
intended to update the 1992 
Maastricht treaty on eco- 
nomic and monetary union. 
The council ruled that the 
treaty conflicted with the 
constitution because it 
would allow majority voting 
on immigration matters in 
the European council. 

The constitution can be 
altered by parliament or by 
referendum, the decision on 


which mechanism to use 
resting with Mr Chirac. 

Eurosceptics such as Mr 
Hue have been pressing for a 
referendum, in the apparent 
belief that this would be 
more likely to produce a No 
vote. 

In fact, commentators 
believe that there is little 
chan ce that Mr Chirac will 
opt far a referendum, given 
bow narrow an approval was 
given to Maastricht five 
years ago. 

The matter will, neverthe- 
less. require delicate han- 
dling by both right and left. 


neither of which can claim a 
united front on Europe- 
On the left the issue risks 
increasing tensions between 
Mr Hue and prime minister 
Lionel Jospin's Socialist 
party, the dominant partner 
in the ruling coalition, at a 
time when the Communists 
are also taking the sidp of 
the unemployed in a nation- 
wide protest that is cur- 
rently unsettling the govern- 
ment. On the right, it may 
highlight differences 
between Mr Chirac and Phil- 
ippe Sdgoin, the Eurosceptic 
president of the GauUist Ras- 


sembtement p arty. 

The parliamentary votear 
referendum would probably 
come within months of 
March’s regional elections at 
which Mr S£gnm may well 
be tempted to strike a Euro- 
sceptic pose to minimis e 
defections to the far-right 
National Front 

If he opts for a parliamen- 
tary vote. Mr Chirac may 
well face questions about his 
1994 pledge to put French 
membership of any Euro- 
pean monetary union to a 
referendum if he became 
president. 


Schengen group concerned over refugees 


By Emma Tucker In Brussels 

Ever since a group of European 
Union countries agreed to abolish 
internal border checks, the pros- 
pect of a refugee influx has sent 
nervous ripples through them. 

To allow people to move freely 
inside their collective territories, 
Belgium. France, Germany, Lux- 
embourg, the Netherlands. Spain 
and Portugal scrapped passport 
controls on all travellers in 1995 
under the so-called Schengen 
agreement 

A further eight countries have 


since signed up, expanding 
Europe's frontier-free zone to Ice- 
land in the north and Greece in 
the south. 

But anyone planning a paperless 
trek across Europe should think 
again. The Schengen agreement is 
not quite what it seems. 

For a start, the UE and Ireland 
stand aloof. Britain has refused to 
join Schengen, pointing out that, 
because it is an island, it is easy 
and practical for its immigration 
authorities to maintain checks on 
people entering the country. 

This is not the case in a country 


such as Germany, whose long land 
frontiers are impossible to police 
comprehensively. 

Last year, the UK’s EU partners 
backed this position and agreed - 
when rewriting the founding EU 
Treaty - that Britain should be 
allowed to opt out of any initia- 
tives to dismantle border controls. 

Ireland, which has a passport 
union with the UE, remains out- 
side Schengen until the day 
Britain changes its mind. 

Similarly, Nordic EU members - 
Sweden, Denmark and Finland - 
have a frontier-free passport union 


with non-EU Iceland and Norway. 
So as not to disrupt this much 
older arrangement. Norway and 
Iceland were allowed to join 
Schengen. No Scandinavian coun- 
tries, however, are yet fully inte- 
grated and they are unlikely to be 
so before 2000. 

Greece is also a non-functioning 
member. With the longest sea bor- 
der in Europe, it has failed to con- 
vince its Schengen partners that 
its immigration authorities can 
adequately patrol what would 
become a critical strip of “Schen- 
geniand's" external border. Until 


it persuades its partners of its reli- 
ability, Greece will not become a 
full member. 

Similar suspicions have slowed 
down Italy’s incorporation into 
Schengen. 

Though passport checks on air 
travellers have been lifted, land 
travellers entering Italy from 
another Schengen country will 
still have to show their passports. 

Immigration officers in France 
and Austria - due to become a full 
member this spring - still have 
the right to check the papers of 
those travelling from Italy. 


Moscow’s recorded 
crime rate falls 20% 

Law officials hail the improvement as proof 
of better policing and greater social stability 


By John Thornhill 
in Moscow 

Recorded crime in Moscow 
fell 20 per cent last year as 
residents became smarter at 
protecting themselves and 
the forces of law and order 
began working more effec- 
tively. Russia’s interior min- 
istry claimed yesterday. 

The number of recorded 
crimes in the capital fell by 
more than 16,000 to 66313. 
with only drug-related 
offences showing an 
increase. “All this means our 
lads have begun working 
better.” an interior ministry 
official explained, while still 
advising Muscovites to avoid 
dark alleys. 

The incidence of crime in 
Russia exploded following 
the collapse of the Soviet 


Union in 1991. with Moscow 
emerging as one of the 
world's most murder-prone 
cities. A string of contract 
killings, including those of 
Vladislav Listyev, a popular 
television personality, and 
Paul Tatum, a US entrepre- 
neur, remain unsolved to 
this day. 

But law and order officials 
have been quick to hail the 
falling crime rate, reflected 
across much of Russia, albeit 
on a less dramatic scale, as 
proof of increased police 
effectiveness and greater 
social stability after five 
years of upheaval. 

Some criminologists argue 
Russia is following a similar 
path to other east European 
countries where crime rates 
tumbled when economic 
growth resumed. Prelimi- 


nary statistics suggest Rus- 
sia's economy may have 
grown fractionally in 1997 
after years of contraction. 

But interpreting often 
unreliable statistics can be a 
hazardous affair: the interior 
ministry conceded many 
complex social forces were 
at play. “Experts consider 
the level of crime in society 
depends on 200 different fac- 
tors and the police can influ- 
ence only 50 of them," the 
ministry official told the 
Komsomolskaya Pravda 
newspaper. 

“For example, the number 
of burglaries has fallen 
because people have finally 
got round to strengthening 
their doors." 

The newspaper suggested 
the fall in the recorded crime 
rate might reflect the 



An anti-crime unit arrests a suspected black-market weapons dealer in Moscow 


increasing sway of organised 
crime groups, which had 
divided up Moscow into 
clear territories and driven 
out petty bandits. 

Other commentators have 
questioned whether the 
police are not also dissuad- 
ing victims from registering 
crimes, to flatter the statis- 
tics. Rape crisis centres in 


Moscow say many women do 
not report sexual attacks 
because tbey fear the addi- 
tional humiliation of insensi- 
tive police questioning. 

Foreign experts appear 
baffled over how seriously to 
take the threat of crime in 
the former Soviet bloc. Testi- 
fying before the US Congress 
in October. Louis Freeh, 


director of America’s FBI, 
said the Russian mafia had 
grown more powerful than 
its Italian predecessor and 
posed a “real, immense” 
threat to US security. 

But a month later in 
Moscow, Mr Freeh denied 
the existence of the Russian 
mafia, while praising Rus- 
sia's efforts to control crime. 


Crisis in Asia 
‘no threat to 
plans for Emu 9 


Euro exchange rate policy 
is still the big uncertainty 

Currency interplay may be very different from that of the past 


By Lionel Barber in Brussels 

The financial crisis in Asia 
is not a threat to Europe's 
plans for economic and mon- 
etary union, the top civil ser- 
vant overseeing the launch 
of the single currency said 
yesterday. 

Sir Nigel Wicks, president 
of the European Union's 
secretive monetary commit- 
tee, told members of the 
European Parliament that 
the Asian crisis would lead 
to “some" reduction in 
growth in the EU. But he 
added: “I do not t hink that 
the growth shock will be sig- 
nificant enough to cause 
problems." 

Sir Nigel cited the limited 
exposure of EU exports to 
the Asian region and the fact 
that none of the Emu candi- 
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date countries was particu- 
larly vulnerable compared 
with the rest. 

In his evidence to tbe par- 
liament's monetary affairs 
sub-committee, Sir Nigel 
argued the single currency 
would unleash competitive 
forces which would 
strengthen the incentives for 
economic reform, improving 
the chances of reducing 
chronic unemployment in 
Europe. 

"Once you have price 
transparency, you will break 
down barriers between mar- 
kets. There will be a great 
stir to competition." 

Sir Nigel cited approvingly 
the opinion of one commen- 
tator who remarked that 
“different exchange rates are 
the last great non-tariff bar- 
rier" in the single market. 

The monetary committee 
- comprised of national trea- 
sury officials and central 
bankers - plays a pivotal 
role in Emu decision-making 
because it reports directly to 
EU finance ministers. 

Sir Nigel's rare public 
appearance underlines the 
parliament's efforts to carve 
out a role in the Emu pro- 
cess. MEPs argue that their 
institution - rather t han 
national parliaments - is 
best placed to make sure 
that the future European 
Central Bank is accountable 
to the European public. 

Sir Nigel spoke out in 
favour of a “pan-European" 
debate on monetary union, 
declaring that “the more dia- 
logue the better” between 
the future ECB, national 
governments and the public. 

But he was markedly 
unenthusiastic about MEPs' 
calls for the future ECB in 
Frankfurt to take account of 
unemployment. Monetary 
policy was a tool for tackling 
inflation and ensuring price 
stability. “That is a very fun- 
damental point," he said. 



Preparing 
for Emu 


By Wolfgang Munchau, 
Economics Correspondent 

With the 
launch of the 
euro less 
than one year 
away, one of 
the most 
uncertain 
aspects of 
European 
economic and 

monetary 

union is the 
exchange rate policy that 
will govern the future single 
currency. 

Europe's exchange rate 
relations with the rest of the 
world are sure to undergo 
change as the euro's 
introduction reshapes tbe 
region's economy. 

The interplay between 
European and other 
currencies may turn out to 
be very different from what 
it was in the past. 

Yet exchange rate policy 
after January 1 1999 remains 
a largely unresolved issue. 
That appears rather 
surprising in light of the fact 
that the conversion rates for 
currencies participating in 
Emu are due to be 
announced in May. 

While the European 
Union's Maastricht treaty 
stipulates that the European 
Central Bank (ECB) should 
be concerned primarily with 
Internal stability, there 
remains significant room for 
interpretation about the 
need to secure external 
stability, especially 
concerning the euro/dollar 
exchange rate. 

The question of future 
exchange rate policy is the 
subject of a detailed 
discussion paper* 7 by the 
Centre for Economic Policy 
Research in London. 

The paper makes the point 
that Emu will transform a 
group of small open 


economies into a large 
closed economy, similar in 
some respects to that of tbe 
US. 

This will change the 
importance of the exchange 
rate for domestic policy. 

Under Emu. the export 
share of gross domestic 
product will be about 10 per 
cent, similar to prevailing 
levels in the US. but 
significantly lower than 
current levels in all the EU 
economies. 

The reason is that trade 
between two EU members is 
now accounted for as foreign 
trade, while it will become 
“domestic" trade under 
Emu. 

“In a closed economy, 
monetary policy operates 
through interest rates and 
asset prices, including 
housing. In an open 


the exchange rate than has 
been the case with European 
central banks so far." 

With an exchange rate 
policy of “benign neglect”, 
the exchange rate will 
become a policy issue only 
under extreme economic 
circumstances or under 
extreme exchange rate 
volatility. 

Is extreme exchange rate 
volatility more or less likely 

nndpr Errm ? 

The paper gives no 
conclusive evidence, but 
points out that Emu will 
remove one stabilising 
factor. 

At present, when the 
dollar weakens against the 
D-Mark, other European 
currencies also weaken 
against the D-Mark. 

As a result, the dollar's 
overall rate against a basket 


‘Each major currency has its 
fringe of hangers-on and the euro 
will be no exception* 


economy, the exchange rate 
assumes paramount 
importance,” the paper 
notes. 

A relatively closed 
economy, such as the US, 
has more monetary 
independence than a smart 
open economy such as the 
UK, where monetary policy 
is severely constrained by 
the exchange rate. 

The paper argues that this 
difference becomes 
Important once tbe central 
bank faces a policy dile mma. 

The Federal Reserve, for 
example, would invariably 
focus on the internal 
objectives, if freed with a 
conflict between internal 
and external stability. 

“For these reasons, it is 
natural to expect the ECB 
will devote less attention to 


of European and other 
international currencies 
weakens by less than the 
doIIar/D-Mark rate would 
Suggest. Under Emu, that 
buffer would no longer be 
there. 

Other fretors could add to 
volatility. "Each major 
currency has its fringe of 
hangers-on and the euro will 
be no exception,” the 
authors note. This is a 
reference to the post-1999 
Exchange Rate Mechanism, 
a voluntary exchange rate 
system to link the currencies 
of non-participating EU 
countries, such as Denmark, 
to the euro. 

Some eastern European 
countries might also 
maintain links, such as the 
currency board operated by 
Estonia, which at present 


ties the kroon to the D-Mark. 

But where no formal 
exchange rate links exist, 
the result could be increased 
volatility in intra-European 
exchange rates, for example 
between the euro and the 
pound. 

"Extreme caution will be 
required to avoid trade 
friction from boiling over 
Into political tensions on 
suspicions of beggar-thy- 
neighbour policies.” the 
authors note. 

Under a policy of benign 
neglect towards the 
exchange rate, in both the 
US and the EU, close policy 
cooperation in international 
organisations such as tbe 
International Monetary 
Fund and the Group of Eight 
industrialised countries 
could in times of need 
become critical. 

But the report argues that 
formal exchange rate 
systems, such as the Brett on 
Woods system in the 1950s 
and 1960s or the ERM, are 
unrealistic, because they 
work only If one currency 
acts as an anchor. 

Given the relatively equal 
economic weight of the US 
and the Emu zone, the 
conditions for this are 
unlikely to apply. 

Policy cooperation would 
therefore have to 
voluntary and geared 
"informal and ad 
exchange rate arrange- 
ments”, on lines similar to 
the exchange rate accords of 
the 1980s. 

So far, relatively little 
attention has been paid by 
EU officials and central 
bankers to how such policy 
cooperation would work in 
practice. 

* Begg, D., Giavaxzi, F.. 
Wyplosz C: "Options for the 
Future Exchange Rate Policy 
of the Emu”; Centre for 
Economic Policy Research, 
Occasional Paper No. 17 
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Deutsche Telekom* under fire because of its plans to 
impose charges on cusfomera switching to other 
telephone companies, yesterday claimed that it had been 
forced into such action by its competitors. ; 

Ron Sommer, Telekom’s chief executive, told the mass 
circulation newspaper Bild that ids company bad hoped 
to share switdtringcoets with the new telephone 
companies but they had insisted that charges be imposed 
on customers. . - - 

The new telecoms regulator is examining Telekom's 
planned pre-selection fee of DM34.99 ($53) for customers 
contracting to use the services of another carrier and its 
DM53 charge for those wanting to retain their existing 
phone numbers after complaints from other carriers that 
the charges are too high. 

Mr Sommer said Telekom needed to cover costs of 
several hundred million D-Marks arising from the 
liberalisation of the market at the start of this year. These 
included DMl20m in computer systems and software costs 
this year and DM500m in personnel costs to cover the 
work of 5,300 employees handling the administrative and 
technical aspects of opening the Gminan teQephone , 
market to competition. Peter Norman, Berm 

■ ROUBLE REFORM . 


Russian shoppers relaxed 

Most Russians yesterday .were still waiting to get their 
Viands on the country's revamped rouble banknotes, blit 
seemed surprisingly relaxed about the currency reform. 
The new money, with three zeroes slashed off the old 
infla tion-affected notes, officially came into existence on 
New Year’s day but is only slowly entering into 
circulation. 

Moscow residents buying groceries at the big 
Dorogomilovsky supermarket were all paying with the old 
notes yesterday, the first full business day since the ^ 
change. Businesses and banks were still dealing almost 
entirely with the old currency. 

Hastily implemented Russian and Soviet currency 
reforms have in the past brought chaos and confusion. 
Irina Yasina, head of the Central Bank's information 
department, said the plan this time was to infuse the new 
roubles into the money supply very gradually, thereby 
lessening public apprehension. Old notes remain valid 
this year and will be exchangeable until 2002. 

The Soviet-era kopeck, worth one hundredth of a rouble 
and totally wiped out by infla tion, has also made a 
comeback. New kopek coins will replace tatty old 
banknotes - an old RbslOO rouble bill is worth less than 
two US cents. Reuters, Moscow 

BELGIAN ECONOMY 


Deficit within Emu limit 

Belgium's 1997 budget deficit shrank to 2.4 per cent of 
gross domestic product, well within, the limits to qualify 
for the European single currency, the government said 
yesterday. 

The budget minister, Herman Van Rompuy, said the . 
result was much better than the expected 2J9 per cent and 
the 1996 result of 3.2 per cent of GDP. To qualify for 
monetary union and the euro, which is scheduled for 
launch on January 1 1999, European Union nations need 
to bring their budget deficits to 3 per cent of GDP or less. 

In 1998, the annual budget deficit is now forecast to be 
2.3 per cent of GDP, said Mr Rompuy. Total public debt 
equalled 123.6 per cent of GDP in 1997, betterthan the 
125.1 per cent estimated in the initial budget for the year. 

To qualify for the single currency, total debt should not 
exceed 60 per cent of GDP, or else it should be moving 
sufficiently towards that figure. Belgium is expected to 
qualify based on the second criterion. AP. Brussels 

ILLEGAL IMMIGRANTS 


Rush to stay in Greece 

About 20,000 illegal immigrants in Greece queued to 
obtain residence permits on the first two days of a 
government drive to give legal status to 500,000 refugees, 
the employment ministry said yesterday. 

Officials at the Public Organisation for Employment 
said they were overwhelmed by the numbers of 
immigrants flooding into public offices that were i n nin g 
temporary permits. The Athens office alone saw 7.000 
immigrants pass through its doors on Friday and 
yesterday, the first two working days of the year. 

For the first five months of 1998, illegal immigrants 
living or working in Greece must come forward to register 
themselves and obtain a certificate which will function as 
authorisation for provisional residency. 

This wifi, enable immigrants to apply far the temporary 
residence permit, to be handed out later in the year. 

Greece's main-union estimates that Albanians make up 
half of the 500,000 immigrants. There are also 90,000 Poles, 
40,000 Filipinos, 35,000 Egyptians and 10,000 refugees from 
central Africa. ARP, Athens 

GERMAN STRIKE 


Claim for parity with west 

East . German steel workers were on the brink of strike 
action yesterday over their demands for a 5 per cent pay 
increase, in line with demands by their colleagues in 
western Germany. 

About 8,000 steelworkers are ready to strike from 
January 12, and EKO Stahl, the region’s biggest 
steelmaker with around 2,850 employees, ban urged 
employers to enter into talks with the IG Metall union to 
hammer out a settlement 

“We are ready to fight but we would welcome a 
solution before it comes to a fight” said Holger 
Wachsmann, supervisory board phairmgq of EKO StahL 
He added that he wanted a pay pact for the whole east 
German steel Industry. 

Hans-Joachim Krflger, manag ement board chairman of 
EKO Stahl, said that a strike would not bankrupt the 
company. ‘It is obvious that a strike would do us damage. 
But none of our employees is really looking for a 
strike ... We would be happy if a strike could be stopped 
by a reasonable offer," he said. Reuters, Eisenhiittenstadt 

MISSILE DEAL 


UK share in French contract 

Matra BAe Dynamics, the Anglo-French consortium, has 
won a FFr-L5bn ($75Gm) contract to supply 500 Scalp 
cruise missiles to the French air force. 

The missiles are to be delivered by the company - a 
joint venture between British Aerospace and France's 
Lagardfcre group - over eight years, starting In 2003. 

Including maintenance, the value of the contract to 
Matra BAe could reach FFriSbn. 

Yesterday's announcement comes just under a year 
after the British Ministry of Defence signed a £700m 
($lJ2bn) contract with the company for development and 
production of cruise missiles for tbe Royal Air Force. 
Paris David Owen, Paris 

CORRECTION 


EU finance ministers 

The informal meeting of EU finance minis ters that will 
lay the groundwork for the formal selection of members 
of European monetary union is to be held on March 20J22 
York, not Cambridge, as reported in yesterday's FT. 
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US bureaucrat wins election after returning to his native land 


mania picks an exile as president 
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ByMatejVipotidk in'VJlnkis 

Outside '.'the Chicago area, 
where he. worked for the OS 
Enviroumehtal ' Protection 
Agency for 27 years:, and his 
: native Lithuania, it cannot 
T be . said - : that .- Valdas 
Adamkus is “a . household 
name. ^ 

■• ' But tbe Tl-year^oMl Lithua- 
nian-Aiherican is guaranteed 
a place 'in his nation's his- 
tory afier -winning Sunday’s 
presidential election .in a 
Baltic: republic that"' was 
under, the Soviet Onion's 
boot for half a century. 

In the- narofT- vote.' Mr 
Adamkus defeated Arturas 
Paulauakas, a former prose- 
cutor, by the narrow margin 
of about *..11,000 ' votes. 
He immediately pledged to 
pursue Lithuania's Integra- 
tion wtth the west, sayir^; 
’’Russia will remain pur 
partner in the east, but Lith- 
uania will continue to 
. actively seek membership in 
-the European ..Union and 
Nato," ‘ r . - 

However. Lithuanians who 
voted for Mr Adamkus- and 
are eager for a fester pace of 
domestic reform may be in 
for a disappointmeht 
; Widely :touted as an able 
. administrator - during the' 
election campaign, Mr 
Adamkus- headed the mid- 
westera ration 7 of the EPA 
for more than half of the five 
decades that he lived in the 
United States:'"' 1 ' ' 


\* Some critics of the EPA 
say that the agency, special- 
ising as it does in environ- 
mental - regulation, is an 
Institution where the influ- 
ence of market forces and 
= ideas is sami " " " 

Mr Adaznkus's job was to 
penalise businesses for com- 
mitting environmental viola- 
- tions. "It is part of - his pro- 
fessional instinct to use state 
authority to control or sanc- 
tion business," a western 
diplomat in Vilnius said. 

Mr Adarbkus fled Lithua- 
nia -as a teenager in 1944 
when Soviet forces occupied 
. the Baltic republics for the 
second time in four years. 

• Prom 1972 onwards, be regu- 
larly visited Lithuania as an 
EPA official ' 

Finally "returning after 
Lithuania won its indepen- 
dence in 1991, Mr Adamkus 
dabbled in local politics and 
worked on,, the failed 1992 
presidential campaign of 
another Lithuanian-Aineri- 
can dmigrA 

When a local court ruled 
in October 1997 that Mr 
Adamkus fulfilled the three- 
year residence requirement 
and could run for president, 
he - launched a- '- campaign 
which he described as being 
“In response to moral pres- 
sure and the expectations of 
the people*. . 

- Nato and the EU decided 
last year hot to include Lith- 
uania in the first wave of 
their enlargements into' cen- 


tral and eastern Europe. 
Lithuania's lag behind its 
northern Baltic neighbours, 
Estonia and Latvia, was 
beginning to become more 
apparent 

- The EU indicated that 
Lithuania's economy needed 
to be much better prepared 
before early membership 
could be considered a realis- 
tic prospect But during his 
election campaign Mr 
Adamkus's pronouncements 
on the economy were vague. 

Unlike Mr Paulauskas, 
whose economic programme 
was backed by the free mar- 
ket-oriented Liberal party. 
Mr Adamkus was endorsed 
by a failed first-round candi- 
date and social democrat 
Vytenis Andrtukaltls. 

Mr Andriukaitis, who is 
firmly opposed to the privati- 
sation of state-owned firms, 
said that he found Mr 
Adamkus's economic pro- 
gramme to have adequate 
elements of state control in 
tbe economy. 

While presidential powers 
are limited to foreign affairs, 
and the president is not 
directly involved in eco- 
nomic policy, Mr Adamkus 
will have the power to 
appoint the prime minister 
and cabinet. Local analysts 
say Mr Adamkus could fight 
tbe battle of ideas from his 
post 

While macroeconomic pol- 
icy has been producing 
results in the past year and 



Klaus sets his 
conditions for 
backing PM 


Valdas Adamkus is congratulated by a supporter after his election victory 


the private sector is expand- 
ing rapidly, the government 
has not abandoned its finan- 
cial support for ailing indus- 
try. 


Isolated Armenia feels the 
cold in the Transcaucasus 


I ts markets and shops are . 
full of goodSt but Yere- 
van sffl looks bleak. 'in 
the cities of neighbouring 
Georgia and Azerbaijan, new 
restaurants -and shops are 
opening every! day: the 1 
streets Are Janmaed with 
imported crus and foreign 
investment -is already visi- 
ble. But the' quiet streets of 
the Armenian capital are! 
reminiscent of . an unchang- 
ing provincial.SqriettowrL 
This Is only Anhehia'S sec- : 
ond winter since its indepeh: . 
dence ln : l99l %ith a guaran- ; 
teed supply pf electridlty. 
But it., is a winter in which 
its citizens have , had to cope ' 
with the effects df.an. Isola- 
tion from their neighbours 
that has hit hopes for eco: 
nomjLc recovery this year- 
The most intractable of 
Armenia's! problems is .the 
almost decade-old conflict 
with - Azerbaijan Over the 
mainly Armeiiiah-papnlated 
enclave of Nagorno-Kara- 
bakh,. which, lies within . 

Azerbaijan’s tenders. 

"Armenia is becoming 'the 
loser in the region,”, said an 
analyst with 1 ah. American 
think-tank. "They’re being . 
held hostage by the leader- 
ship in Nagomb-Karabakh, 
which doesn't realise that 
it’s Vital to make a compro- 
mise so the. country can 
move ahead.* • 

The 'Nagorno-Karabakh 
dispute has been virtually at 
a standstill since a ceasefire 
in 1994.'. .- Despite \ earlier 
hopes, talks! last month at a 
meeting of the Organisation 



women offer small items for sale in the streets of Yerevan Edmond rataplan 
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of Security and Cooperation some 150,000 people live, is pledged in the oil industry, 
to Europe felled to provide a the republic's status. If a could have a much stronger 
solid framework ! for negotia- phased approach were position to negotiations, as 
tions towards a. settlement.- adopted, this would be the US'oO interests start to dom- 
. The . ' . president' . of last Issue to he decided. inate the strong Armenian 
Nagorno-Karabakh rejected Tbe OSCE approach bad diaspora lobby in Washtog- 
a . proposed step-by-step envisaged returning some ton. 
apprpach" to which both occupied territories outside Tbe Armenian president 
Armenia and.Aterbaijanbad Nagorno-Karabakh’s fron- argues that the country’s 
previously, agreed. "Two tiers to Azerbaijan, begin- plight means that a condlia- 
sides were, very dose to mak- ning the return of Azeri refu- tory approach in the 
tog a settlement,” -<mid a dip- gees to the region and Nagorno-Karabakh negotia- 
Iomat "smd the third party - deploying an international tions is all the more impor- 
N agomorKarabakh - was a peacekeeping force. taut. "The only option now 

roilhcm rmles away!” . Armenia’s president, is a compromise. We can’t 

The sticking'potat for tiny Levon Ter- Pe tmssi an , has wait because Armenia and 
Nagomo-Kayahakh. where acknowledged that while the Nagorno-Karabakh are 

conflict remains unresolved, strong today, to a year or 

K the risks that Armenia will two we’ll be substantially 
become: more economically weakened," Mr Ter-Petros- 
isolated are likely to sian says, 
increase. “The unresolved But his position has been 
'stole bf the' Karabakh ques- criticised by the opposition, 
tion is hot in the interests of which has rejected the idea 
' Nagorno-Karabakh or of any compromise, and has 
Armenia. because it is palpa- been attacked from within 
.bly hindering the economic the government itself, 
development of Armenia," After presidential elections 
* : he wrote to a recent article. last year were marred by 
'"V !•'..* . ’ accusations of cheating and 

A blockade by Turkey, falsification. Mr Ter-Petros- | 

Wfi v ; ; -v : - v; / \ which supports the sian can no longer rely on j 

!. J_ A. Azeris and will not public support to push 

■ ■ !be. lifted until there is a solo- through a settlement 1 

! -v^biiwpaiait.. tion to the Karabakh con- He also feces opposition 
Met, forces Armenia, which from his prime minister, 

7 is landlocked, to trade with Robert Kocharian, the for- 
Iran and Russia, although- mer president of 
’ ' Turkey is Its logical trading Nagorno-Karabakh. “I do not 
partner. believe in twostage negotia- 

J i . '■ .. . International lending insti- tions," Mr Kocharian told 
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some 150,000 people live, is 
the republic's status. If a 
phased approach were 
adopted, this would be the 
last Issue to he decided. 

Tbe OSCE approach bad 
envisaged returning some 
occupied territories outside 
Nagorno-Karabakh’s fron- 
tiers to Azerbaijan, begin- 
ning the return of Azeri refu- 
gees to the region and 
deploying an international 
peacekeeping force. 

Armenia’s president, 
Levon Ter-Petrossian, has 
acknowledged that while the 
conflict remains unresolved, 
the risks that Armenia will 
become: more economically 
isolated are likely to 
increase. "The unresolved 
stole of the' Karabakh ques- 
tion is hot in the interests of 
Nagorno-Karabakh or 
Armenia , because it is palpa- 
bly hindering the economic 
development of Armenia,” 
he wrote to a recent article. 

A blockade by Turkey, 
which supports the 
Azeris and will not 
he lifted until there is a solu- 
tion to the Karabakh con- 
flict, forces Armenia, which 
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months ofl997 and economic 
growth of'SA per cent 
lower than in neighbouring: 
countries, and lower than 
the ' nation’s economic 
growth in 1996. 

Armenia Is missing out on 
the benefits of the oil 
bonanza in Azerbaijan that 
has increased Georgia’s 
potential as a transit corri- 
dor for equipment and 
goods. .Azeri, officials say 
that Armenia will not be 
considered as a possible 
route for the main export 
pipeline that will carry oD 
from Baku to international 
markets. 

Analaysts say that by the 
end of the century Azerbai- 
jan, where S30bn of invest- 
ment has already been 


believe in twostage negotia- 
tions," Mr Kocharian told 
the French newspaper Liber- 
ation recently. “The inter- 
ests of Nagorno-Karabakh 
will not be protected if the 
~ principle of two-stage negoti- 
ations is accepted." 

But perpetuating the cur- 
rent impasse could lead to 
greater risks. There is con- 
cern that further isolating 
Armenia, which already has 
a closer relationship with 
Russia than do its neigh- 
bours, could disrupt the frag- 
ile stability in the TTanscau- 
casns as Azerbaijan and 
Georgia attempt to 
strengthen their own inde- 
pendence from Moscow. 

“The Transcaucasus is like 
a three-legged stool," said an 
observer in Yerevan. "If you 
pull out one leg, the whole 
area could come crashing 
down." 

Selina W illiams , 



“The government should ulations and introduce a 
stop promising corporate transparent tax system," 
welfare programmes as a said Eleanor Leontijeva, 
means to promote business, director of the Vilnius-based 
It should implement the reg- Free Market Institute. 


By Robert Anderson 
in Prague 

The future of the incoming 
Czech government of Josef 
Tosovsky looked bleak yes- 
terday as the country's two 
main parties imposed condi- 
tions on their support for the 
administration and belittled 
its chances of serving more 
than a few months to office. 

Vaclav Klaus, who was 
forced to resign as premier 
over a political funding scan- 
dal, demanded that minis- 
ters from his Civic Demo- 
cratic party (ODS) resign 
their posts or quit the party. 
Mr Klaus said that the four 
ODS ministers, including 
Ivan Pilip, the finance minis- 
ter, did not have a mandate 
from his party. 

“They should either stop 
using the abbreviation of our 
party behind their names or 
quit the government." he 
said in a television debate on 
Sunday. 

Mr Klaus is due to meet 
Milos Zeman. the leader of 
the opposition Social Demo- 
crats, today. Both agree that 
the government should only 
have a very limited remit 
- and that its mandate should 
last until June. 

Mr Tosovsky, a former 
central bank governor, has 
said that his government is 


not likely to last out the 
year but that it is up to 
party leaders to determine 
how long it serves. 

A vote of confidence is due 
at tbe end of the month. Mr 
Zeman, whose party leads in 
opinions polls, said yester- 
day that he would recom- 
mend tbat his party only 
backs the government if it 
receives a guarantee on the 
mechanism and date of early 
elections. 

“We have prepared a spe- 
cial constitutional law to 
shorten the parliament's 
term Cram four years to two. 
This must be done before the 
vote of confidence,” he said. 

The Social Democrats also 
want the government to act 
in a strictly limited capacity 
and not take any decisions 
concerning issues such as 
bank privatisation or the 
1999 budget that will bind 
their hands if they win the 
elections. 

Jan Gabal, a political ana- 
lyst. said the government 
may be able to win the vote, 
even if the ministers refuse 
to resign and Mr Klaus goes 
through with his threat. 
“The split in Klaus's party 
makes the situation very dif- 
ficult to predict but it gives 
the government tbe chance 
to survive a vote of confi- 
dence," he said. 
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NEWS: ASIA-PACIFIC 


Bangkok seeks US support to loosen strings attached to rescue programme 


Thai bid to 
relax 1 M F 
conditions 


By Ted Bardacke 
in Bangkok 

The Thai finance minister. 

Tarrm Nimmanahaeminda, 
plans to travel to Washing- 
ton on January 19 for a 
three-day visit aimed at loos- 
ening some of the strict con- 
ditions attached to the Inter- 
national Monetary Fund’s 
rescue programme. 

Mr Tarrin has requested a 
meeting with Robert Rubin. 
US treasury secretary, to 
seek US support for relax- 
ation of the IMF's require- 
ment that Thailand run a 
budget surplus of 1 per cent 
of gross domestic product, or 
about Bt69bn (S1.4bn>. Mr 
Tarrin is also expected to 
meet IMF officials ahead of 
an IMF review mission due 
in Thailand in February. 

C-huan Leekpai, Thai 


prime minister, has repeat- 
edly stated over the past two 
weeks that it will be nearly 
impassible to achieve the 
budget surplus. 

Thailand has already cut 
its 1998 budget by 1S.5 per 
cent and raised a number of 
taxes. But with an economy 
slowing much faster than 
the IMF predicted when it 
signed the SI 7.2b n package 
for the country, revenue col- 
lection is falling more than 
BtlOObn short of projections. 

Thailand ran a budget def- 
icit of Bt37bn in the first 
three months of its fiscal 
year, just within IMF tar- 
gets. 

“When the package was 
made, we did not anticipate 
regional problems of this 
magnitude which has led to 
competitive devaluations,” 
said Mr Tarrin. “That has 



Tourists changing money in Bangkok yesterday. The baht has fallen sharply since July i 


affected the performance of 
our exports and (caused) the 
flight of capital from the 
region, not only from our 
country’. Thailand wanted to 
see whether conditions of 
the package could be 
improved “in the light of the 
changing environment". 

IMF officials have said 
that they are sympathetic to 
the Thai government's bud- 
get argument and that they 
are impressed with the gov- 
emment's faithful adherence 
to other IMF conditions. But 


analysts said the IMF would 
have to tread lightly, given 
the regional impact any 
relaxation of conditions 
could cause. “It would be 
really damaging if Thailand 
sparked a wave of competi- 
tive renegotiations,” said 
one foreign economist. 

Thai officials strenuously 
denied they would seek more 
money from the IMF. 

But diplomats said Mr Tar- 
rin. seeing the urgency with 
which the US attacked the 
South Korean crisis, was 


of 


likely to put a number 
requests to US officials. 

These requests could 
include some sort of US help 
in raising the approximately 
SlObn the Thai government 
needs to buy off the bad debt 
in its falter ing finan cial sys- 
tem. The budget surplus was 
originally to be used to pay 
interest on money borrowed 
for financial system restruct- 
uring. 

Additional money to help 
Thai exporters could also be 
discussed. 


Chinese collectives’ pace falters 

After an exceptional performance, small enterprises are sending worrying signals 


I n the past few years, 
China's collectively 
owned enterprises - 
including the township and 
village enterprises tTVEs) 
well known for their ambigu- 
ous ownership structures 
and exceptional growth - 
have been among the most 
dynamic businesses in a fast 
growing economy. Indeed, 
the rapid expansion of these 
collective enterprises has far 
outpaced the double digit 
growth In China’s gross 
domestic product in the 
1990s. 

But over the last year, 
their growth has seemed to 
Talter - collectively owned 
enterprises in general are 
still growing, but there are 
more and more racking up 
losses while the overall pace 
of growth appears to have 
slowed. 

In the first nine months of 
1997, output of collectively 
owned enterprises grew by 
ll.l per cent Since then, the 
State Statistical Bureau says 
output has been picking up, 
reporting year-on-year 
growth in November of 12.7 
per cent following a 13.1 per 
cent rise the previous 
month. By comparison, col- 
lective enterprise output in 
1996 grew by 17.7 per cent 
The number of loss- 
making TVEs has increased. 
Last month, about 15 per 
cent of township enterprises 
were reported to be register- 
ing losses and the Economic 
Daily, an official government 


newspaper, said that China's 
collectives had registered 
losses of Yn60bn (S7.3bn) in 
the first 10 months of last 
year, up 25 per cent on the 
same period in 1996. 

One interpretation of the 
official figures leaves room 
for a pretty sanguine judg- 
ment of the state of the col- 
lective sector - and. by 
Implication, the TVEs which 
have carved out a special 
place In the Chinese econ- 
omy by harnessing the indig- 
enous entrepreneurial spirit 


picture offered by the official 
statistics is patchy, but the 
signals coming from urban 
collectives and TVEs. which 
account for 40 per cent of 
industrial output, are worry- 
ing. Township and village 
enterprises have tended to 
be keenly sensitive to 
changes in the consumer cli- 
mate and the more subdued 
expansion in output in 1997 
reflects the fundamental 
weakness In effective 
demand in the Chinese econ- 
omy. 


Township businesses have to an extent 
become victims of their own success. 
Some have grown into large concerns 
and now face stiffer competition 


within the constraints of 
indirect state ownership and 
government control. 

CoDective enterprises still 
boast robust growth, argue 
some economists, who sug- 
gest the slowdown in the 
rate of expansion is a 
“mirage of the statistics”. 
They say as the market 
economy has gained a stron- 
ger foothold in China in 
recent years and successful 
private enterprises have 
become more self-confident, 
businesses that previously 
sheltered under the official 
banner of collectives now 
register as privately owned. 

Certainly, the collective 
enterprises' output figures 
have been erratic and the 


Fan Gang, director of the 
National Economic Research 
Institute, an economic con- 
sultancy, say’s: "The collec- 
tive enterprises are more 
responsive to market 
demand. They have been 
more sensitive to the real sit- 
uation in China's economy 
than the state-owned enter- 
prises which can afford 
stockpiles.” 

Many of the TVEs have 
focused on consumer dura- 
bles production. They 
boomed while China went on 
a home appliance shopping 
spree in the early and mid- 
1990s. but have had to rein 
in growth as Chinese con- 
sumers have started spend- 
ing more cautiously - most 


urban Chinese already have 
one refrigerator and have 
little incentive to buy 
another. 

The slowdown in collec- 
tives’ growth has underpin- 
ned broader concerns about 
the Chinese economy - 
namely the weakness of 
domestic demand and the 
signs of falling investment 
growth - which have raised 
expectations of another cut 
in interest rates in the near 
fixture and fuelled calls for 
greater spending on infra- 
structure. 

The collective enterprises 
have also been acutely 
exposed to the other chief 
problem for businesses In 
the China market: oversup- 
ply. Tao Doog, head of China 
research for Schroders Secu- 
rities, says that many TVEs 
have surged ahead in sectors 
of the market that have been 
dogged by overcapacity, 
such as electronic appliances 
and light manufacturing. 

“The TVEs have also been 
affected by the credit 
squeeze disproportionately 
hard,” says one western 
economist in Beijing. "The 
proportion of new loans to 
SOEs has been increased, 
starving the collective enter- 
prises of credit.” 

To an extent, the TVEs are 
also victims of their own 
success. From humble ori- 
gins as locally owned and 
managed factories serving 
regional markets, a number 
have grown into expansive 


corporations that are now 
sq uaring up to the challenge 
of national, even interna- 
tional. marketing and distri- 
bution. 

As part of the process, 
they are having to face 
stiffer competition from 
other domestic and interna- 
tional brands. 

That expansion challenge 
is exacerbated by the uncer- 
tainty of ownership that still 
clouds many TVEs, which 
may be owned by a combina- 
tion of the management, the 
workers and the local munic- 
ipality. But the size of the 
share and the rights of 
shareholders often remain 
unclear. 

Mr Fan believes it is too 
early to judge whether the 
collectives have started upon 
a downward trend - the offi- 
cial full year results have 
not yet been published - but 
he acknowledges that the 
recent figures offer a “signal 
of a microeconomic down- 
turn". 

He suggests that this 
“downturn may put some 
pressure on these companies 
to make some much needed 
adjustments”. But he says 
the performance of the col- 
lectives will be closely 
watched as a herald of what 
the economy, if unattended, 
may hold in store: “We are 
worrying about an overall 
slowdown of economic 
growth.” 

James Harding 
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INTERNATIONAL ECONOMIC INDICATORS: PRICES AND COMPETITIVENESS 


Yearly figures are shown In Index form with the common base year of 1385. The real exchange rote Is an index throughout other quarterly and monthly figures show 

me percentage change ewer the corresponding period n the previous year and are positive unless otherwise staled. 
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Japan car sales fall 
as economy 



By hlicfrfyo Nakamoto 
In Tokyo 

The anapmtr state of Japan's 
economy was highlighted 
yesterday by 1997 figures 
indicating the first fall in 
domestic vehicle sales in 
four years. 

Sates of vehicles in Japan 
fell 4.9 per cent to 5.1m. 
according to the Japan Auto- 
mobile Dealers’ Association. 

The figures, which do not 
include mini-vehicles with 
engine capacity of 660cc and 
under, reflect the greater 
than expected slump in 
demand following a rise In 
consumption tax from 3 per 
cent to 5 per cent last April. 

The gloomy state of the 
domestic vehicle market was 
unveiled as the Tokyo stock 
market closed down nearly 2 
per cent, with concern about 
further economic woes 
ahead. The benchmark Nik- 
kei average shed 301.90 
points at HJS6.84 in half-day 
trading. 

While an income tax cut 


announced recently by the 
government is expected to 
improve sentiment, analysts 
noted a fiirther. boost to con- 
sumption by the government 
was needed to repair inves- 
tor sentiment. The vehicle 
industry, for one. expects the 
domestic market to remain 
sluggish, this year. 

The weak state of the 
domestic market, coupled 
with a weak yen, raises con- 
cerns that Japanese vehicle 
makers will step up exports, 
particularly to developed 
marked such as the US and 
Europe, where demand has 
remained firm. In London 
yesterday, the yen fell to 
Y133 to the US dollar, the 
first time in five years that it 
weakened to that levejL 

The yea’s decline last year 
helped Japanese carmakers 
to notch up a strong 22 per 
cent rise in exports to 4£3m. 
according to the Japan 
Automobile Dealers' Associ- 
ation. This was the first 
rise in exports in. 12 years, 
and helped counter the fell 


in the domestic market 
- The weak yen. is also help- 
ing to boost profits at Japa- 
nese carmakers, which 
enables them to support 
. greater marketing- efforts to 
develop new markets, partic- 
ularly in. Europe. " 

Japanese carmakers are 
expected to focus on the US 
and European markets as 
the downturn in key Asian 
markets, triggered by reterit 
economic turmoil in South- 
east Asian countries, is 
expected to put further pres- 
sure on overall sales. ' \ 

Several Japanese vehicle 
makers have been forced to 
scale back production In 
Thailand as a result of the 
market turmoil . there. 
Toyota yesterday said that it 
was considering transferring 
production of the Corolla 
passenger car to its. new 
Gateway plant to raise 
capacity utilisation but that 
a decision had not been 
reached yet 

Currencies, Page 21; World 
stock markets. Page 32 


Taiwan 
seeks to 
gain from 
turmoil 

By Laura Tyson in Taipei 

Cash-rich Taiwan, already 
one of the region’s biggest 
foreign investors, is poised 
to pounce on opp o rtun ities 
in economically troubled 
south-east Asian countries. 

Leading lights of the 
island’s business fraternity 
are on the prowl for base- 
ment bargains - and the 
government is eager to capi- 
talise on the region's finan- 
cial turmoil to rekindle its 
Go South” policy, which 
encourages Taiwanese entre- 
preneurs to steer their 
investments away from 
China towards friendlier 
south-east Asia. 

Taipei's Central Bank of 
China yesterday pledged to 
offer US$L22bn in low-cost 
loans to be routed via 61 
Taiwanese bank branches 
overseas to Taiwanese man- 
ufacturers and their joint 
ventures abroad. 

The amount of the subsi- 
dised loan package may not 
appear significant in view of 
the region's woes, but it 
may serve as a catalyst for 
Taiwanese companies con- 
templating making the 
plunge, thereby leveraging 
the government-backed 
funds many times over. 

Shea Yaan-dong, central 
bank governor, told poten- 
tial Taiwanese investors the 
south-east Asian nations 
had abundant resources and 
their economies should 
recover within three years. 
Officials urged Taiwanese 
companies to take advan- 
tage of the competitive edge 
offered by record low levels 
of the region’s currencies. 

The announcement fol- 
lows a “vacation" by Lien 
Chan, vice president, in 
Singapore over the weekend 
during which he played golf 
and dined with Lee Ewan 
Yew, Singapore's senior 
minister, and other top offi- 
cials in the city state. 

Mr Lien told Taiwanese 
businessmen in Singapore 
that Taiwan was “also part 
of the region” and was will- 
ing to help its south-east 
Aslan neighbours. 

Chiang Ping-kun, 
Taiwan's p lanning minister, 
will lead a trade mission to 
south-east Asia on January 
II. In addition, Wang Chih- 
kang, economics minister, 
and top business leaders 
including Jeffrey Koo, head 
of the ChinaTrust group, 
and Eao-ching-ynan, chair- 
man of the foods giant Presi- 
dent Enterprises, will also 
visit Thailand, Philippines, 
Malaysia and Indonesia. 

The mission delegates will 
hold talks with high-level 
officials in the four coun- 
tries following the recent 
currency crisis and discuss 
investment o p po rt u n ities for 
Taiwanese companies. 

According to Mr Chiang's 
Conned for Economic Plan- 
ning and Development, Tai- 
wanese companies had 
invested a cumulative 
US$33bn in Asean states as 
of the end of March 1997. 

With foreign exchange 
reserves of about US$83bn 
and an insignificant foreign 
debt of about USSlOOm, 
Taiwan is in a much stron- 
ger fiscal position than 
many of its neighbours. 

The currency has depreci- 
ated less than 20 per cent 
against the US dollar over 
the last year, far less than 
the harder-hit economies of 
the region. 

Observer, Page n 



to all-time low 
against dollar 


By Sander Thoenes 
in Jakarta 

Maturing debt payments 
pushed the rupiah to an 
all-time low against the US 
dollar yesterday, further 
complicating Indonesia's 
effort to present a realistic 
draft budget today to 
address the economic crisis. 

Heavy buying by Indone- 
sian enterprises, pressed to 
pay or hedge offshore debts, 
pushed down the rupiah to 
6^00 to the dollar before it 
ended at 6,625.00, down 63.3 
per cent from July’s high. 
The central bank did not 
intervene. “I don’t think the 
central bank is that crazy to 
come in against such a deter- 
mined market,” one cur- 
rency trader said.” 

The Bank for International 
Settlements estimated over 
the weekend that 59 per cent 
of Indonesia's $58.7bn in 
recorded private debt would 
fall due before July 1. Bro- 
kerages and economists have 
given higgler estimates of 
outstanding private debt, 
arguing that much of the 
commercial paper issued in 
rupiah has been quietly con- 
verted into dollar debt 

Similar corporate demand 
for dollars dragged the 
Malaysian ringgit to a new 
low of 4.0650 against the dol- 
lar. the Thai baht to an his- 
toric 50.90 and the Philippine 
peso to 42.65. The Singapore 
dollar fell to 1.7095. 

President Suharto will 
today present to parliament 
Indonesia's draft budget for 
fiscal 1998-99, to start on 
April 1. He has promised the 


International Monetary 
Fund he will produce a bud- 
get with a surplus of l per 
cent of gross domestic prod- 
uct, but the fall of the rupiah 
and the resulting crisis have 
upset budgetary p lanning 
Observers see the draft 
budget as a test for Mr 
Suharto's willingness to 
make sacrifices to turn the 
economy around, given the 
lack of other recent moves to 
implement the IMF reform 
package agreed last October. 

Indonesian economists 
have been almost unani- 
mous in urging the govern- 
ment to renegotiate the bud- 
get target to allow for a 
deficit Economists have said 
Indonesia will need to lift 
subsidies on diesel and kero- . 
sene, raise electricity prices 
and cut infrastructure pro- 
jects to come dose to its 
budget target 
The 1997-98 budget bal- 
ances revenues and spending 
at Rpl01.086.7bn or $42.4bn 
at the exchange rate of one 
year ago and $l5.25bn at cur- 
rent rates. One minister 
cited Mr Suharto in predict- 
ing a zero growth budget 
but left it unclear whether 
this would be in nominal or 
real terms. 

• Ida Bagus Sudjana, 
energy and mining minister, 
said he would announce a 
successor today to Faisal 
Abda'oe, president director 
of the state oil and gas 
monopoly Pertamina. Little 
change in policy is expected 
if Mr Abda’oe, as Mr Sudjana 
indicated, is succeeded by 
one of his deputies. 
Currencies, Page 21 


Cambodia poll 
hopes hit as 
king flies out 


By Ted Bardacke 
in Bangkok 

Cambodia's King Norodom 
Sihanouk suddenly left his 
troubled country yesterday 
after being forced to back 
down on an offier to grant a 
pardon to his son, ousted 
first prime minister Prince 
Norodom Ranariddh. 

The ailing king, 75, had 
been scheduled to leave 
Cambodia on a chartered 
flight at the end of February 
for a medical check-up in 
Beijing. But diplomats said 
that without warning he 
boarded a commercial flight 
to Singapore to express his 
displeasure and frustration 
at his country’s protracted 
political stalemate and 
recent government criticism 
of his pardon offer. 

The abrupt departure 
throws a further stumbling 
block into Cambodia’s 
attempt to hold B nati onal 
election, scheduled for July, 
that would be considered 
“free and fair" by the Inter- 
national community. 

Such an election is a con- 
dition for a renewal of inter- 
national aid for the impover- 
ished country, as well as for 
regaining its seat at the 
United Nations and being 
admitted to the Association 
of South-East Asian Nations 
(Asean). 

One basic element of a free 


and fair election is the par- 
ticipation of Prince Ranar- 
iddh, who in the aftermath 
of a coup last year led by 
Hun Sen. second prime min- 
ister. was accused of gun 
smuggling and colluding 
with the Khmer Rouge guer- 
rilla group. If Prince Ranar- 
iddh was convicted by the 
Hun Sen-dominated judi- 
ciary, a pardon would have 
allowed him to return to the 
country for the election. 

Prince Ranariddh denied 
the charges and said he 
would not formally ask for a 
pardon as that would implic- 
itly imply he accepted guilt 
King Sihanouk then offered 
to pardon him unilaterally, 
saying he could not trust the 

Cambodian courts to be 
impartial when they had not 
taken any action against 
those accused of more than 
40 extra-judicial killings in 
the aftermath of the coup. 

That offer was roundly 
criticised in recent days by 
government-controlled 
media outlets loyal to Hun 
Sen, which accused the mon- 
arch of violating the Cambo- 
dian constitution. 

On leaving. King Sihanouk 
said: “I would never do any- 
thing that did not totally 
conform to our laws and to 
our constitution.” 

. Without a pardon Prince 
Ranariddh is likely to 
remain outside Cambodia- 
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Cattle-ranchers sue Oprah Winfrey over US beef comments 
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-By NikKiTaitjnChteago 

Cattle-ranchers will wade 
into the US : courts today, 
saying Oprah Winfrey, the 
Chicago-based TV personal- 
ity who Tims the nation’s 
most successful' 'TV talk- 

■ show, and oneofher guests, 
defamed US beef products 

. when they dismissed the posr 
- sible threat from “mad cow” 
disease. • > .. . 

The case' — which , will 
? begin with, pre-trial hearings 
in Texas today - pits' the 
light th public debate on 
Mood safety against the new 
food disparagement laws 
which have been introduced 
in over a dozen - states in 
recent years. . . 

. The ranchers say the 
industry suffered serious 
damage as a result of 

■ remarks made by Howard 
Lyman, director of the 
Humane ^Society’s Eating 
with Conscience Campaign, 


in a 1996 'appearance on the 
Oprah Winfrey Show. 

Mr Lyman was concerned 
about' the possibility of BSE 
- “mad cow disease" - 
infecting the US beef indus- 
try. In response to his 
remarks, Ms Winfrey asked 
her studio audience if they 
weren't concerned J, a little 
bit”, and added that the dis- 
cussion had "stopped me 
cold from eating another 
burger”. 

BSE has plagued the Brit- 
ish beef industry and has 
prompted the destruction of 
many herds. The US beef 
industry Is officially deemed 
BSE-free, although at least 
one book has been written 
on possible contamination. 

The ranchers argue that 
the comments made on Ms 
Winfrey’s show - which has 
been estimated to attract 
15m viewers a day- - drove 
down cattle futures on the 
Chicago •' Mercantile 



Winfrey maintained her right to debate issues that impact the general public’ 


Exchange, the second big- 
gest US futures market. 

They are suing for $6. 7m. 
But Ms Winfrey, in a state- 
ment after the show, said 
she maintained "my right to 
ask questions and to hold 
public debate on issues that 
impact the general public 
and my audience”. 

The case will test the new 
food defamation laws intro- 


duced by some states in 
response to pressure from 
the agricultural lobby. 

Texas is one of the states 
which provides for passible 
payment of monetary dam- 
ages if an individual makes 
statements about food prod- 
uct safety which he or she 
knows may be false. 

The suit against Ms Win- 
frey will be heard in the US 


District Court, and has been 
brought by an Amarillo- 
based rancher and one of the 
large Texan cattle producers. 

Already, defenders of free 
speech have argued that 
food defamation laws could 
have seriously prevented dis- 
cussion about products 
which were ultimately 
deemed to be harmful - such 
as tobacco. 


Mexico gets new 
finance minister 


By Henry Tricks 
in Mexico City 

Angel Gurrfa was named 
Mexico's finance minister 
yesterday, continuing a radi- 
cal overhaul of President 
Ernesto Zedillo's cabinet as 
the second half of his six- 
year term gets under way. 

Mr Gurria, who was for- 
eign minister, replaces Guil- 
lermo Ortiz, who took over 
as governor of Banco de 
Mexico, the central bank, on 
January L The 47-year-old 
new finance minister is an 
old hand at the ministry, 
and made a name for himself 
as Mexico's chief debt nego- 
tiator during the 1980s debt 
crisis. 

His appointment came as a 
mild surprise to analysts, 
who considered him the sec- 
ond most likely candidate to 
replace Mr Ortiz behind 
Carlos Ruiz Sacrist&n. the 
communications and trans- 
port minister - a man con- 
sidered closer to the presi- 
dent and a purer 
“technocrat”. 

But economists were 
largely happy with the 
choice, saying the indepen- 
dent-minded Mr Gurria 
would be a counterweight to 


Mr Ortiz's enhanced position 
at the central bank. He was 
also expected to carry on 
policies that last year gave 
Mexico its fastest growth 
rate since the early 1980s. 

“He will be seen as a force- 
ful spokesman and accom- 
modating. He's not viewed 
as being quite as doctrinaire 
as some of these techno- 
crats,” said Gray Newman, 
Latin American economist at 
HSBC markets. “He's not 
going to be one of those 
infla tion hawks." 

‘Unbreakable’ 

economic 

discipline 

Mr Zedillo has shaken up 
his cabinet with unexpected 
vigour this month. Besides 
Mr Ortiz’s move following 
the retirement of the previ- 
ous Banco de Mexico gover- 
nor. he announced on Satur- 
day the appointment of a 
new interior minister to 
stem the problems in the 
south-east state of Chiapas, 
in turmoil following the 
massacre of 45 Indians 
before Christmas. 


He was also due to appoint 
late yesterday a new agricul- 
ture minister after the 
incumbent, Francisco Labas- 
tida Ochoa, moved to the 
interior ministry. In addi- 
tioa he needed to find a for- 
eign minister to replace Mr 
Gurria. 

Mr Zedillo ordered his new 
finance minister to continue 
“with unbreakable disci- 
pline** the economic policies 
he said had given Mexico 
growth with price stability. 
He also suggested the 
reshuffle was aimed at 
ensuring a smooth end to his 
rule in 2000. Traditionally, 
the end of a president's six- 
year tenure in Mexico has 
been plagued by turbulence 
and economic crisis. “This 
government proposes achiev- 
ing not only a good eco- 
nomic end to this six years. 
It also plans to leave very 
solid bases for future devel- 
opment,” he said. 

Analysts expected Mr Gur- 
ria. educated in northern 
England, to ensure Mexico’s 
debt profile looked good in 
2000 and to rescue Indebted 
state development banks. 
His main hurdle will be 
negotiating with opposition 
parties in Congress. 
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wins first prize 


By Victoria Griffith In Boston 

On-the-job learning is far 
more important than formal 
training in boosting workers’ 
skills, according to a- study 

released today and funded 
by tbb US: Labor Depart- 1 
ment ’ 

. The research found: that 
informal learning, because it 
is determined by employees, 
tsids to be more relevant to 
performance than: classroom . 
training.- . 

..US - corporations’ now 
spend about $ll0bn a year 
on formal, training pro- 
grammes, the department 
says. While many courses: 
are helpful, the study indi- 


cates that by mkking use of 
management techniques 
such as teamwork and open 
communication,' corpora- 
tions may cut their need for 
classroom sessions. 

“The majority of what 
individuals know about their 
jobs and relationships is 
learned informally,” said 
Monika Aring, who wrote 
the two-year study. 

The research, by the Cen- 
tre for Workforce Develop- 
ment identified the fact that 
workers learn readily from 
teams, which bring together 
people with different respon- 
sibilities, and meetings 
which encourage expression 
•of opinions. 


Ferraro aims to be senator 

She hopes to become first woman to represent New York 


By Nancy Dunne 
in Washington 

Geraldine Ferraro, the first 
American woman to run for 
the vice-presidency on a 
major party ticket, yesterday 
said she would try to become 
the first woman senator 
from New York. 

She will run a gains t two 
prominent Democrats for the 
right to challenge in Novem- 
ber the Republican Senator 
Alfonse D' Amato, chairman 
of tile Senate Banking Com- 
mittee. 

The senator has been re- 
elected twice, in part by 
attending so closely to bis 
constituents' needs that be 
has wan himself the sobri- 


quet “Senator Pothole”. 

In 1984. Walter Mondale 
selected Ms Ferraro as his 
running mate in an unsuc- 
cessful race against Presi- 
dent Ronald Reagan and 
then Vice-President George 
Bush. 

Ms Ferraro, until then an 
obscure congresswoman, 
became a political star over- 
night, but has yet to succeed 
in capitalising on her fame 
in the political arena. 

She moved aggressively 
yesterday to declare that 
“being a senator requires 
more than being Senator 
Pothole ... It demands a gen- 
uine. continuing commit- 
ment to repair the holes in 
our social fabric". 


She pronounced herself In 
favour of “a healthcare bill 
of rights" and warned that 
the national economic recov- 
ery left unemployment too 
high and wages too low in 
regions of New York. 

In 1992. running in a four- 
way Democratic senate pri- 
mary. she narrowly finished 
second. Since then, she has 
won new fans as co-host of 
the CNN debate programme 
Crossfire, where she has 
been the defending liberal 
against some of the foremost 
pit bulls of conservatism. 

Though he can never be 
counted out. Senator 
D' Amato is considered vul- 
nerable. His attacks on Pres- 
ident BO! Clinton during the 


Whitewater hearings weak- 
ened him in the polls after 
the public became bored 
with the issue. A highly pub- 
licised romance with a 
wealthy socialite made him 
the target of many jokes. 

But as ever, he has been 
minriiTig his constituency - 
particularly Jewish voters, 
whom he has wooed by 
playing an active role in the 
Nazi gold developments. 

He has already raised 
more than $l0m for a race 
expected to cost $20m. Ms 
Ferraro, who resigned yes- 
terday from her CNN job, 
has no campaign treasury, 
but she can expect strong 
support from women's 
groups. 


Bolivia in $lbn 
move on drugs 


By Sally Bowen 

General Hugo Banzer, 
Bolivia’s president, has 
secured cabinet approval for 
a five-year counter-narcotic 
plan which will cost about 
SI bn. 

Bolivia will finance some 
15 per cent of the total. The 
rest will come from donors 
such as the US and the Euro- 
pean Union. 

About $700m will go to 
support economic alterna- 
tives for the thousands who 
depend for their livelihood 
on growing coca, the raw 
material for cocaine. 

Other programmes target 
the eradication of illegal 


coca crops, the support of 
prevention campaigns and 
the rehabilitation of drug 
addicts. 

The Bolivian authorities 
said the strategy was 
designed by Bolivian experts 
without input from the US. 

Vice-president Jorge Qui- 
roga said: “This plan is not a 
simple palliative, but a 
serious attempt to eliminate 
drugs trafficking from 
Bolivia by the year 
2002 . 

“There is nothing more 
damaging to Bolivia's inter- 
national image than drugs 
trafficking and nothing more 
corrupting to our institu- 
tions." 
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Millennium expert threatens lawsuits 


By James Mackintosh in London 

Companies failin g to correct year 
2000 computer bugs in sensitive 
machinery face the prospect of law- 
suits backed by the world’s expert 
on the problem when things go 
wrong. 

Peter de Jager, who first 
highlighted the difficulties the 
year 2000 will cause, said he had 
made the threat, which he 
launched on the internet this week, 
after coming across cases, includ- 
ing an unprepared chemicals fac- 
tory. and medical devices that 


would pack up in January, 2000. 

He is to pass on anonymous alle- 
gations about companies refusing 
to spend the money needed to fix 
systems to the companies' legal 
departments. This would make it 
diffi cult for them to claim igno- 
rance in the event of problems. 

He had been prevented from 
“naming and shaming” companies 
be suspected of failing to fix the 
most intractable part of the “mil- 
lennium bug", that of “embedded" 
silicon chips, for fear of libel. Older 
versions of these chips, used in 
everything from cars to heaters. 


store the date as two digits to con- 
serve memory, and so will treat 
“2000” as “1900”, shutting down 
systems which appear not to have 
been maintained for a century. 

“Should the report turn out to be 
true, and failures do occur, accom- 
panied by lawsuits, these files will 
be made available to the lawyers,” 
Mr de Jager said. The information, 
taken by e-mail, would not be made 
public in any other circumstances. 

Mr de Jager, a Canadian who has 
testified to US Congress on the 
issue, hopes the threat of legal 
cases supported by evidence that 


the companies were warned will 
spur them to action. He said: T 
believe Project Damocles will have 
a positive effect My objective is to 
force manufacturers to do what is 
light by hanging a double-edged 
sword over their heads. A sword 
which swings into action after they 
allow a failure to occur,” 

Cases he had come across, he 
said, included: a large microchip 
manufacturer which identified, 
systems that would fail, hut put 
decisions about whether to tell cus- 
tomers in the hands of the market- 
ing department; a list of 30 medical 


devices and details of how they 
would fail; and embedded chips 
which would cause explosions in a 
rttfm-nral plant if not fixed. 

Information about bugs in prod- 
ucts and manufacturing processes 
is mostly likely to relate to north 
America, where Mr de Jager is 
based, although he is currently lec- 
turing in India. 

Robin Guenier, who heads the 
UK's Taskforce 2000, described the 
plan as “courteous blackmail" but 
said be welcomed it because levels 
of awareness of the computer prob- 
lem were still so Tow. 


Algerian killings fuel oil groups’ concern 


I n the desert fields of 
southern Algeria, home 
to the country’s oQ and 
gas wealth, foreign oil com- 
panies have been working in 
exclusion zones, sheltered 
from the heavily populated 
and bloody north. 

In co-operation with Sona- 
trach, the state oil and gas 
company, they bave helped 
keep uninterrupted the sup- 
ply of oil and gas to Europe. 

But as Algeria's near-six- 
year conflict attracts more 
international attention, that 
isolation risks being dis- 
turbed. With the increase in 
violence fb lamed by the gov- 
ernment on Islamist extrem- 
ists), confusion over why the 
killin gs occur, and lack of 
independent information, 
comes criticism of the army- 
backed government's human 
rights record and appeals for 
investigations into the mas- 
sacres. 

These calls rose in volume 
after last Tuesday's killing 
of up to 400 civilians and the 
spread of violence from 
areas south of Algiers to 
western regions. 

Developments are com- 
pounding foreign company 
concerns over employee 
safety and the public rela- 
tions dilemma about work- 
ing with a controversial 
regime. 

“There is increased inter- 
est in doing business in 
Algeria. But at the same 
time, human rights cam- 
paigns have recently gener- 
ated an unprecedented 
amount of interest in the 
conflict," says Martin Stone, 
of the London-based Control 
Risks, a political and secu- 


An increase in violence risks disturbing the isolated existence 
of foreign companies, write Roula Khalaf and Robert Corzine 


rity risk assessment com- 
pany. “It was inevitable that 
they would start to focus 
attention on business." 

Some oil companies have 
already made contact with 
human rights organisations 
to discuss Algeria. Many 
maintain an official wall of 
silence on the issue. 

“It's a very complicated 
situation there and too deli- 
cate for us to comment on. 
even off the record,” said 
one European oil company. 
Another, more forthcoming, 
said: “It is a concern. There 
is a feeling opposition 
groups migh t be able to capi- 
talise on h uman rights con- 
cerns." 

Human rights and social 
issues have emerged in 
recent years as one of the 
trickiest problems facing 
international oil companies. 
The issue was highlighted in 
1995 when Royal Dutch/ Shell 
came under attack for failing 
to persuade Nigeria's mill - 
tarv rulers not to execute 
Ken Saro-Wiwa and eight 
other activists. 

In the past year, British 
Petroleum has been accused 
of supporting death squads 
in Casanare in eastern Col- 
ombia, a charge it and the 
Bogota government vehe- 
mently deny. 

Algeria, which derives vir- 
tually all its foreign 
exchange revenues from oil 
and gas experts, is becoming 
an increasingly important 
supplier of natural gas to 
southern Europe. The coun- 
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try, which has the world's 
eighth largest gas reserves 
and has benefited from a 
string of oil discoveries, fig- 
ures high in the strategy of 
several big petroleum 
groups. 

Gas production - much of 
it destined for Europe - is 
due to rise from ll-fibn cu ft 
(bef) a day in 1997 to I4bcf 
by 2005, according to consul- 
tants Wood Mackenzie; oil 
production capacity is expec- 
ted to climb from about 
842,000 b/d to more than 


1.2m b/d in 2003. 

Human rights groups have 
long campaigned against the 
atrocities of Islamist extrem- 
ists and government repres- 
sion. The campaigns and 
media attention gained 
momentum this summer 
after three massacres which 
claimed hundreds of civilian 
lives. 

The army’s failure to inter- 
vene raised suspicions of 
complicity, voiced in a 
November Amnesty Interna- 
tional report The govern- 


ment strongly denies the 
allegations, blaming the 
army's attitude on ineffi- 
ciency and previous 
attempts by Islamist extrem- 
ists to trap security forces. 

Scazte oil executives admit 
they are uncertain about 
what goes on in Algeria. But 
they say the situation there 
is far different than in, say, 
Colombia, where thousands 
of fortune hunters, leftwing 
guerrillas and ordinary crim- 
inals have flooded into the 
oil producing regions. 

The remoteness of the 
Algerian oil fields and the 
ring of steel thrown around 
the region have reassured 
foreign Investors. Though 
violence has sporadically 
targeted pipelines and, in 
one incident, foreign work- 
ers, there has not been a 
concerted effort to disrupt 
production. 

One Algerian newspaper 
reported in December that 17 
alleged guerrillas were 
imp risoned for plotting to 
attack Hassi Messaond, 
Algeria's biggest oil field. 

In contrast to the north, 
the southern army and gen- 
darmerie units are seen as 
efficient, though security 
experts say there are weak- 
nesses and groups bent on 
an attack could get away 
with it 

That the fields are so 
shielded deprives the oil 
companies of one of their 
main tools in countering 
accusations that they coun- 
tenance human rights 


abuses or social neglect. 
While difficult social condi- 
tions, housing shortages and 
rampant unemployment 
plague the north, there Is no 
large papulation in the south 
to benefit directly from for- 
eign oil company largesse in 
the form of community 
development projects and 
cash grants. 

Moreover, foreign compa- 
nies hire foreign security 
experts to liaise with local 
army and gendarmerie offi- 
cers. At least same compa- 
nies provide the shelter and 
food for array units stationed 
around individual fields and 
company camps in Hassi 
Messaoud. 

Oil company executives 
say they are confident the 
on and gas Industry wfl 1 con- 
tinue to be sheltered from 
the violence and that the 
government's survival is not 
threatened by the attacks on 
civilians. But could a sus- 
tained campaign on Alger- 
ia’s human rights record 
have an impact on future 
energy investment levels? 

Far same companies, con- 
troversial countries have 
proved particularly profit- 
able. “The big money is in 
countries whose names end 
in la' and ‘stan’. . . places 
other people don't want to 
go to,” said a senior execu- 
tive Of a US Oil engineering 
group active in Algeria. 

But even so. his company 
is wary of setting up a per- 
manent presence there. “We 
only get corporate approval 
for one visit to Algiers a 
year, and that only under 
extraordinary security.” 
Editorial Comment, Page 11 


NEWS DIGEST 



Nigeria's military government opened the door a crack to 
privatisation in the 1998 budget, but left the main pjRar erf 
unaccountability untouched, analysts said yesterday. 

Rani Abacha, the country’s military ruler who delivered 
the budget on Sunday, premised to sell off state telecoms 
com pan y Niter and put other enterprises in the - pipeline 
for sale. But he ignored calls to scrap a dual exchange 
rate system that gives the government cheap foreign - ■ 
currency and Is seen by foreign lenders as a means of 
hiding extra spending behind murky accounting. \- 
This year is a critical one for Nigeria, whicti faces - 
cont ro v e rsial elections to. restore civilian rxQe attfie sai ne 
time as economic recession that has dragged on since 
political turmoil erupted in 1993. 

The promise to sell Mtel is the first significant step 
toward privatisation that Nigeria has taken for years, and 
will go someway to satisfying the businesses and western 
governments that have king demanded mare. - 
Bat it is not far enough for foreign lending institutions, 
which hold tii» imy to rescheduling more $37bn in 
external debt and are demanding abolition of the dual 
exchange system before any meaningful discussion can . 
take place. Reuters, Lagos 

REGIONAL ACCORD 


Arabs unite on militants 

Arab states yesterday moved closer to establishing a 
formal system of regional co-aparation to fight Islamist 
militants, with draft proposals to tighten border controls 
and make extradition easier. 

The proposals for a formal accord to be signed in April 
were agreed at a meeting of 20 Arab interior 'ministers in 
Tunis. The meeting took place against the background of 
last year's attack on tourists in Egypt and 35 more 
civ ilians killed last weekend in Algeria. 

The latest killing s led the French government yesterday 
to break a tradition of silence on Algeria’s bloodbath and’ 
criticise the failure of measures to protect civilians. 

“It is every government's duty to enable its citizens to 
live in peace and safety by putting an end to violence,” _ 
said Yves Doutriaux, a Foreign Ministry spokesman. 
France supported a German proposal for an EU initiative 
to try to end the frilling , which has left up to 66,000 dead. 

Mark Huixmd, Cairo 

KENYAN POLITICS 


Moi hits coalition hopes 

An ebullient Daniel arap Moi, swam in yesterday for a - 
fifth term as Kenya's president dashed hopes that he 
might be ready to embrace the country’s defeated 
opposition in a coalition administration. 

Addressing a crowd of 6,000 supporters in Nairobi's 
central Uburu park, Mr Moi joked that calls for a national 
unity government made him wander why he had not 
retained the single-party system, surrendered with 
reluctance In 1991 as a result of foreign pressure. 

Hie head of state, who is in his last term, is expected to 
announce a cabinet in the next lew days which will give 
some indication of who his successor will be and which of 
two Kanu factions vying for influence is likely to emerge 
triumphant in coming months. Michela Wrong. Nairobi 


BUSINESS OPPOTUNITIES 


CONTRACTS & TENDERS 


CASH IN ON 

£ 20 , 000 . 

We sell Personal Numbers via tele-sales teams. 
Our numbers spell company names that never 
need change. Good for business and easy to 
sell. We have a proven strike rote via the teams 
in operation today. 

Wq want to join in with 5 more experienced 
tele-sales operators to expand our retail 
activity. 

We have £20,000 of stock to invest in 
your success. Training and support is also 
available to help you make extra profit. 

If you want to join us call Jamie Lee now on 

07000 70 70 70 . 


the personal 

NUMBER COMPANY PLC 


Good tvuMtbetUi Gv good buAtitBSA 


Access Screened Investment Opportunities 


Included in Dec Report £ 

Internet Investment Services 250k 
Lupin Bean Pasta 100k 

Professional Geaners 600k 

Hearo-magnetic Suspension 250k 
Transwortd Couriers 100k 

Internet Publishing Services 250k 
Expkjswn-proof EJeanmics 1 1 0k 

Telecom Services FFr4 jo 

Tuscan Hobday Villas 300k 

Internet Retailer 250k 


Included In Jan Report 
Virtual Conferencing 
Specialist (Vm ring s 
New Mitring Tool 
Remotely Updateable CMQHs 
Credi [markets Database 
Video Dispensers 
Hovercraft Service 
Internet Services Provider 
Health check Software 
Prestige Sc Sports Cars 


5.0b [ 
55k \ A 
450 W 
425k 


Full details available through TRIAL SUBSCRIPTION 
Access a regular flow of screened businesses seeking equity capital 
VCR reviews business plans & meets the entrepreneurs concerned 
/ Presenting to VCR sttbscribers in London, 15 January 


Venture Capital Report 01865 784411 


Selling your Business? 


We have the skills end experience to achieve the best price for your 
business and structure the deal to achieve maximum ux efficiency. 
If yoo are considering a sale end your turnover exceeds £lm, 
we would like to talk (o you. 

Our charges are based largely on results, so you have little to lose. 
For a confidential discussion without commitment please contact 
Gary Mori ay or Lance Blackstone at 


Blackstone 

Franks 


Blackstone Franks Corporate f inance 
26-34 Old Street, London EC.lV ( )HL 
Tel: 1)171 250 33(H) Fax: 0171 250 1402 


Outstanding Opportunity 

An American company specializing in unique International 
events and tours around the world, seeks active partners as 
exclusive representatives In the U K and In several European 
countries. 

Potential for substan ti al profits on your investment and for 
your efforts. 

The company's events and tours are designed for professionals 
Cram the fallowing Helds: 

■Architecture A Werfor Design • Media AJcumafism 
•Retaa&Mercbandtstng •Construction 
•Engineering A Contracting "law and Negotiation 
•Government & Municipal Issues 

If you have already achieved career and Brian rial success, this 
exciting new challenge Is for you. This offer Is also suitable for 
professionals currently Involved In their own careers or 
businesses. 

fbr more b\/armation. contact: Bax B5629. 

FTnanc&rl Times. One Southwark Bridge. London SE1 9HL 

Please include a brief resume. Confid e nt i ali ty mure d. 


Channel Islands 

Ful Offshore incorporation & 
AdnUnotratton. 

Tost EstaMshment. Payroll Systems i 
Asswtanos wtth management at 
Banking FacSUes for Ex-Patrtatss. 
For dataria & appointment write: 
Cray Tiuta Limited. 2nd Root. 

34 David Place, Si Hefer. 
Jersey JE2 4TE 

Tel: 01534 87BT74 Fax: 0153435401 

EJAaLuuyUM&ttLrm 

MpoWiwwoMgre|sreg£OBi 
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GO PUBLIC I 

NASDAQ PUBLIC 
SHELL AVAILABLE 

Go Public in the U.S. via the 
acquisition of a then Public vehicle. 
The acquisition of a Publicly traded 
shell enables access to the 
NASDAQ market place. A reverse 
merger with a shell Public co m p a ny 
can take your company Public 
within 30 days. 

For more details contact: 
Andrew Turner on 
0171495 8662 


TOP CLASS 
RACEHORSE 

For Sale 

WINNER OF NINE RACES 
For further details 


Tal: 01488 648912 


Are you worth a 
millionaire income? 

IPI3®WB 07 

Call 0800 542 0111 


✓ 


A*UK*PLC FOR SALE 

First International (HoMings) Plc 

HAS EQJJg COMPANIES P5B SALE INCLUDING THE HOLDING PLC. AS FOLLOWS; 
™srBn«Kicn»ALi»n«irESi 1997 xr 
rmsrifiriiwAricwAtisucuBrrisi ly'rspu: 
MBTangwAwqwLtgewTcs) 1999 nc 

Also ”*4 CBtrnrKKn: I >7(1 ) OT COWAMES ACT TO PO ^BU UXHBS AND DOWnW' 
“BAOI P4C HAS AOWg HUNDMD MUUON POUNDS 
(£ I 00.0X1.000- 1 SHARE CAPTCAl" CONTROLLED BY THE HOLUNO n r 
Bank aeeouu oao be inaard. 
lUof SIZ73 239240 for Further fnftii maiiiia 


ASPIRING 
MILLIONAIRES 

Call and Listed. 

Not MLM or franchising. 

Cali 0800 542 1220 

^ * j 


V FRANCHISING 


CONSIDERING 

FRANCHISING? 


(PROJECT AM) COMMERCIAL | 

funding avafeHe to UK and 
Interna t ional effwitg. 

Anglo American 

Group Pie. 

Teh 01924 201 365 
Fax; 01824 201 377 



■ TEL: 91 183 (28 301 FAiSl «36»l74e 



In accordance with the decision of the Ministry for Transport, Telecommunication and Water Management of the Republic 
of Hungary, Magyar Posts Rl. the Hungarian state monopoly for postal services (the "Company”), announces its intention to 
dispose of its majority ownership interests in the following press distribution companies in Hungary (the "Subsidiaries”): 



Current Ownership interest 

Shareholders' Equity . 

Share Capital 


Subsidiary 

of the Company 

As of 31/12/1996 

As of 12/31/1996 

1996 Sales 


(percent) 

IHUF 'OOOJ 

(HUP ’000) 

(HUF TOO) 

Budapest VidOd Rxaai HMapkocskedebni Rl 

90.9 

110316 

36300 

2.460.096 

D^UiiR Posou Hlrtapfceresfcedetoii Rl 

90.9 

111459 

2-1.200 

Z056J56 

£sZAKHtR Poszai Hlrlapkoeskedefani Rl 

90.9 

54.156 

26.400 

IJ59.II6 

Budapest! HMapkoeskcdekni Rl 

90.9 

565,445 

209.000 

&996£39 

RANNONHlR Posuj HfrtsptawrLedrfmi Rr 

90.9 

108,186 

45.100 

I.9I4J00O 

rAbahIr Ptmai Hfriapkavskedelmi Rl 

90.9 

78,859 

45.100 

1315.029 

R6NAHfa tszak-alfittdi Postal Hlrlapkereskeddmi Rl 

90.9 

IU.0I6 

39,600 

1351,008 

Tout 

- 

- 

- 

17*523*4 


_ The Subsidiaries together have an approximately 85 percent market share in the Hungarian press distribution market 
(excluding distribution through subscription). 

Subject to the determination of the final structure of the transaction, the sale of the Company's interest may take the form 
of the disposal of (0 all of the Company’s existing ownership inierests in any or all of the Subsidiaries, or any group of the 
Subsidiaries or (ii) a controlling interest in any or all of the Subsidiaries, or any group of the Subsidiaries, held by the 
Company as of the date of the completion of the sale. 

Through the proposed sale, the Company intends to ensure that the public interest is served by the development of an inde- 
pendent and, in the long term, sustainable press market in Hungary, in accordance with, inter alia, the recommendations of 
the Cultural and Press Committee of the Hungarian Parliament dated October 1, 1997. 

The Company invites interested parties to participate in a pre-qualification process to establish an appropriate transaction 
structure in accordance with Hungarian Competition and Media Laws. Such parties may only participate in the prequalifica- 
tion process individually (as a natural or a legal person), irrespective of whether they intend to participate in a consortium, 
partnership or any other form of joint undertaking in order to acquire any ownership interest or interests in the Subsidiaries. 

Preliminary information relating to the Subsidiaries and a list of the information requirements for the pre-qualification of 
interested parties (the information Package”) will be available from January 7, 1998. For further information, please contact 
Mr. Bdla Seres at ABN AMRO Hoare Govett Corporate Finance in Budapest (11-1072 Budapest, Rakdczi dt 42.; Telephone: 
36-1-268-1280; Fax: 36-1-268-1285). 

Only interested parties who have executed a confidentiality agreement shall be entitled to receive the Information 
Package. None of the contents of the Information Package may be disclosed to third parties without the prior written consent 
of the Company. 

This invitation does not purport to be a public offer of securities, nor an invitation to participate in a public tender, nor 
does it constitute any obligation by the Company to commence or execute a disposal of its ownership interests in the 
Subsidiaries and shall not form the basis for any claim against the Company. In the event of an unsuccessful pre-qualification 
process, participants will not be entitled to enforce any claim in connection with their participation in the pre-qualification 
process. 

Parties who have not participated in the pre-qualification process may not be entitled to participate in the proposed sale 
of the Company’s interests in the Subsidiaries. 

Magyar Posta RL 
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NEWS: WORLD TRADE 


South Korean group seeks to reposition itself after sluggish sales 

Daewoo cuts car price in India 


By Amy Louise Kazmin 160,000 . care. In this sata- 

in New Delhi rated market Daewoo has 

been one of the hardest hit 
Daewoo of South Korea The company, which has an 
yesterday announced it was installed capacity of about 
reducing the price: of its 72,000 units, sold just 6.867 of 
vehicles in India by nearly its Cielo cars between April 
20 per cent in an attempt to . and November, _ compared 
pep lip sluggish sales in the .with 13,066 in the same 
mid-size, car market. period a year earlier. 

The move will intensify . In the first half of last year 
already fierce competition in the company reported a loss 
a market characterised by of ,R$l07.3m ($2, 7m;, com* 
overcapacity. Indian mid*, pared with a profit of 
size car sales,: about 50,800 Rs281£m in the correspond- 
units last year, are forecast tag year-earlier period, 
to reach about 35,000 units Last year Daewoo offered a 
, this year. free 18-month test drive to 

Total production capacity 200 Indian car owners, and 
in the sector Is around the company quietly 


been offering discounts to 
buyers through finance com- 
panies and dealers. One com- 
petitor called the announce- 
ment of price cuts a distress 
signal, while another termed 
it a sign of desperation. 

Daewoo insiders said the 
move was an attempt to 
reposition the Cielo, which 
has not found Its niche in 
the crowded Indian market 
At the top end of the market 
it has been beaten by Gen- 
eral Motors' Opel Astra and 
Mahlndra Ford's Escort, 
while cost-conscious custom- 
ers -have mostly opted for 
the cheaper Esteem, pro- 
duced by Maruti Udyog. the 


joint venture between the 
Indian government and 
Suzuki of Japan. 

After the price cut the 
Cielo will replace the Esteem 
as the cheapest car in the 
mid-size market sector. Dae- 
woo officials hope this will 
position them as a "value for 
money car". 

Analysts said the move 
could put pressure on Maruti 
to drop the price of the 
Esteem. Competition is 
likely to heat up even fur- 
ther when Honda introduces 
its City model in the next 
few months. 

Despite the fail in sales. 
Daewoo still has ambitious 


plans for India. In the second 
half of this year it plans to 
make a foray into the small 
car or economy sector, now 
dominated by Maruti. An 
estimated SO per cent of 
Indian car purchases are in 
the economy segment 
Daewoo also plans to 
introduce a luxury car by 
mid-1999 and the company 
believes India could be used 
as an export base 
Vehicle manufacturers 
scrambled to set up projects 
in India after the car market 
was opened in 1991, but 
enthusiasm waned as the 
market was shown to be not 
nearly as large as projected. 


Colombia’s flower 
growers branch out 


C olombian = flowers 
have an identity 
problem. While they 
represent two out of every 

three flowers sold in the US, 
they have not been widely 
recognised. The solution, 
grower s have- decided, lies In 
part with special agent 007. 

A recent alliance between 
the Colombian Flower Grow- 
ers' Association (Asocol- 
flores) and- the US-based 
Entertainment Industry 
Foundation, a - charity 
headed by celebrities such as 
James- Bond actor Pierce 
Brosnan, has launched a pro- 
motion for Colombian flow- 
ers in the US which will also 
raise, money for cancer 
research. 

The result is the “Ptak 
Ribbon Bouquet", an 
arrangement of Colombian 
flowers marketed in conjunc- 
tion with the biggest US 
flower retailers. The cam- 
paign funnels 25 per cent of 
the sales -revenue to the 
National Women’s Cancer 
Research Alliance. To add' 
further appeal^’ printed 
advertisements for the bou- 
quet display the swarthy 
countenance of James Bond 
to convince would-be. pur- - 
chasers. 

“The campaign Is designed 
primarily to give an Identity 


to Colombian flowers in our 
most important market." 
said Miguel Gomez, presi- 
dent of Asocolflores. "The 
idea is to tie our product to a 
noble cause, and to an espe- 
cially sensitive one for 
women., our main buyers." 

Colombia is the world's 
second largest flower 
exporter after the Nether- 
lands, with sales last year 
totalling $509m. Yet in the 
US market, which represents 
73 per cent of Colombia’s 
total flower exports, making 
consumers aware that Col- 
ombia is the most important 
supplier of flowers has 
proven an elusive goaL 
instead, most Americans 
continue to associate the 
South American nation with 
drugs, leftwing guerrillas 
and the highest homicide 
»nd kidnapping rates in the 
world. 

C olombia's dominant 
position in the US 
market, while still 
unchallenged, has come 
under threat over the last 
two • years as relations 
between Bogota - and Wash- 
ington have soured. A politi- 
cal scandal - involving accu- 
sations that up. to $6m of 
drug money entered Colom- 
bian President ‘Ernesto Sam- 


per's election campaign in 
1994 - has stretched diplo- 
matic ties almost to break- 
ing point 

And flower producers fear 
that possible US sanctions 
will affect the Andean Trade 
Preferences Act (ATP A) 
under which Colombian 
flowers enter the US market 
tariff-free until the year 2001. 

As yet sanctions have not 
materialised. But local grow- 
ers are aware that a suspen- 
sion of the ATPA would cost 
them at least $20m a year in 
import duties. And the coun- 
try could lose market share 
to other flower producers 
which also benefit from 
ATPA. such as Ecuador, 
Peru and Bolivia. 

Colombian producers have 
already started preparing, 
not only to protect them- 
selves in the event of sanc- 
tions but also to improve 
their pro fit margins 

by modernising the anti- 
quated marketing systems 
used at present. 

The most important devel- 
opment is the creation of the 
Bogota Flower Trade Centre, 
the first flower bourse in 
Latin America. By the first 
quarter of 1999 local produc- 
ers will be able to sell 
directly to international buy- 
ers through, the bourse. 



A Colombian grower cultivates orchids pm** 


“The bourse will place Col- 
ombian marketing of flowers 
on the same level as other 
large-scale producers." said 
Miguel Saavedra, major 
shareholder in a local flower 
company and leading pro- 
moter of the flower trade 
centre. 

Mr Saavedra estimates 
that intermediary charges 
paid fay growers will fall 30 
per cent once the new sys- 


tem is in place. And by tak- 
ing advantage of economies 
of scale, the 185 flower 
exporting companies which 
have already confirmed their 
participation in the bourse 
will be able to transport 
their flowers at the most eco- 
nomic end of the air freight 
tariff structure, typically 24 
per cent cheaper. 

Adam Thomson 


Turkish 
helicopter 
deal draws 
US bids 

By John Barham in Ankara 

A Turkish government 
official yesterday said Ank- 
ara had received bids from 
two US helicopter manufac- 
turers competing for a con- 
tract worth nearly S3 bn. 

Washington last month 
allowed Bell Helicopter Tex- 
tron, which makes the AH- 1 
Cobra, and Boeing-McDon- 
nell Douglas, which makes 
the AH -64 Apache, to submit 
bids, but warned that con- 
gressional approval would 
be needed before a deal 
could be closed. 

Turkey is expected to 
irnitp an initial purchase of 
about 45 of these attack 
helicopters and might ulti- 
mately buy 145 under a joint 
production agreement The 
helicopters would be pro- 
duced in Turkey at Turkish 
Aerospace Industry plants. 

Although Turkish armed 
forces prefer US helicopters, 
they have bought aircraft 
from Enrocopter. the 
French-German joint ven- 
ture, because human rights 
groups have lobbied Con- 
gress to block delivery, say- 
ing aircraft, would be used 
against Kurdish civilians. 
Turkey already has around 
40 Cobra helicopters. 

But Turkish officials said 
last month they would start 
an informal embargo on 
European companies in 
retaliation for European 
Union leaders denying Tur- 
key equal status with 11 
other countries applying to 
join the EU. 

The US manufacturers are 
latecomers in a race in 
which Eurocopter, as well as 
South African and Russian 
exporters, are well-estab- 
lished play ws. 

Last February- Turkey 
signed two large helicopter 
deals with Enrocopter and 
with Sikorsky of the US. The 
Turkish Defence Industries 
department signed a 
FFr2. 5bn (£44 0m) contract 
to buy 30 Enrocopter Cougar 
general purpose helicopters, 
to be built in Turkey under 
a co-production agreement 
with government-controlled 
Tusas Aerospace Industries. 


NEWS DIGEST 

Saudis renew 
French beef ban 

Saudi Arabia yesterday reinstated a ban on French beef 
imports following reports of a new case of bovine 
spongiform encephalopathy (BSE), or "mad cow" disease, 
in the country. 

The ban resulted from a report sent by the Saudi 
embassy in Brussels saying a new case of BSE had been 
detected in western France recently. 

In December France reported a new cast* of the disease 
in Brittany and said all 306 cows in the herd were 
slaughtered. 

In mid-1996 Saudi Arabia lifted a ban it had imposed 
earlier on beef imports from France after it was assured 
the French market was free of the disease. The EU 
imposed a ban on British beef imports in March 1996 after 
the UK acknowledged the possibility that BSE could be 
transmitted to humans. International Staff 

M FREIGHT WAGONS 


Czech group wins contract 

CKD Praha, the second biggest Czech engineering 
company, has won a K£4.6bn (5135m) contract to supply 
3,570 freight wagons over four years to AAE, the 
Swiss-German leasing company. 

The contract will represent almost half the sales of 
CKD's wagon-making unit MoravskoslezskA VagOnka 
Studenka (MSV) until the year 2001. MSV. which has been 
45 per cent owned by CKD since last February and is 
consolidated in their results, bad previously supplied 
2,500 wagons to AAE. which leases them to west 
European transport companies. 

Last month MSV won a Kc600m order for 600 freight 
wagons from Adtranz. the German engineering company, 
which are intended for Deutsche Bohn, the German 
railways. 

MSV, which has around Kdl.5bn of debts, is set to make 
a profit last year after a loss of Kcl92m in 1996. The unit 
made operating profits of Kcl70m on sales of Kfl.96bn in 
the first three quarters last year. 

CKD is in die middle of a four-year restructuring 
scheme. It is p lanning a one-third equity increase in the 
first half of this year to restructure its considerable debts. 

Robert Anderson, Prague 

U STEEL PLATE 


China plans two plants 

China is planning to complete construction of two new 
steel plate plants, costing a total Yn2bn (5240m). by tbe 
middle of this year. 

Tbe Ynl.5bn Jiuquan Iron and Steel Works in north 
western Gansu province is designed to produce 500,000 
tonnes of steel plate annually, mainly for pressure 
containers, boilers, bridge components and pipelines. The 
Liuzhou Iran and Steel Works in southern Guangxi 
province, costing YnSOOm, is expected to have a similar 
capacity by the end of the century. 

The Liuzhou company is considering increasing the 
plant’s annual capacity by a further 800,000 tonnes but 
has still to find funding, according to official sources. 
Options could include seeking a stock exchange listing for 
the plant or seeking co-operation with other steel 
companies to raise the capital. 

Andrew Taylor. Construction Correspondent 


' f. , 7 . - -Ji'ir-. , ' V* 


■*. - . J i .- 


BUSINESSES FOR SALE 


KN1CKERBOX LIMITED 

(In Administration) 

The Joint Administrators, S V Freakley and G P Squires, offer for sale as a 
going concern the business and assets of Knickerbox Limited. 

• . Premium retail brand specialising in lingerie, swimwear and bodywear 

• Audited turnover of £16.1 million for the year ended 31 January 1997. 
£13.5 mOtioo attributed to retail sales 

9 Franchise outlets in Europe, Scandinavia and Far East 

• 27 leasehold outlets providing National coverage 

• Prime High Street and mainline station locations 

• A number of non trading leasehold premises 

• In excess of 4,000 sq ft modern office space in Camden, London N 1 

Forfurthef information contact by fax 
Simon Freakley, Peter Saviile or David Coyne 
on 0171 629 9444 - 
at Bnchler Phillips 
84 Grpsveaor Street 

London BUCHLER PHILLIPS 

W1X5DF - . . FINANCIAL «XCOVX*T * EaSTKDCTOTUNG 




worldwide 


GBL LIMITED 

(In Administrative Receivership) 


. The Joint Administrative Receiyers. F G Satow and J A G Alexander 
offer Ipr sale, as a going concern, the assets bf-GBL Limited, a leading 
"manufacturer of photocopier drums.’ ■ 

Prindpal.assets/features include: 

• 3 adjoining leasehold propertiessituated in Byfleet, -Surrey and a site in 
. .Crawley, . W^t Sussex. . , : : ^ : ; , . 

•• Sharesjn USA subkliary.'Byfte^ 

. New,cqating teqhnique-for QPDdrums ■ . • . - '>"• . 

• Arwuaiiurnb^^ 

• • Vanous'rr^chinety, motar vehicles, office furniture and computer 

equipment ; - ,' s - : ’ - 

Fwfurt^ onlyptease contact 

Fred Satowor Lindsey Moore-at: 

Pannell Kerr Forster 
New Garden- House, -78 Hatton Garden, 

Londoh’EC1N8JA V 

tdepJiorte: pf71 83i 7393 V -*. - - - 

Fa>c<&7T4M8109 -- - - - / 
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PANNELL 

KERR 

FORSTER 

. CHARTERED ACCOUNTANTS 


RICHARD BIRCH & CO 


"By Order ol me Admiratialoc 

T P Dales ot Nunn Brown & Dales 


Long Established 
A dvertiang Agency 


Sals ot Business and Goodwill 


Specialsing in the fields of 
Financial Services 
and Marine related woric. 


£1 million turnover. 

For further details please ring 
01494 775735 




COMPUTER HARDWARE 
MAINTENANCE BUSINESS 

Turnover: £800,000 
Good Profits 
Price: £800.000 
TOfli tK Bar B9B22, fimnctt Ttaea, 
OnoSaugrafc Bridge. London SE19HL 


ISLAND PLASTICS 
INDUSTRIES LIMITED 

The joint administrative receivers offer for sale 
the assets of Island Plastics Industries Limited. 

These comprise: 

Vehicles division 

• Manufacture of roadside emergency 
breakdown vehicles (1997 turnover £4 
million) 

• Manufacture of the “Roma home" range of 
motor caravans (1997 turnover £1 million) 

Marine (^vision 

• Manufacture of a complete range of rigid 
hull inflatable boats 

Motors division 

• Manufacture of the “Megasprite" Frogeye 
Sprite replica 

Leasehold factories in Cowes and 
Ryde, Isle of Wight and Llanelli. 

Sales office in Portsmouth 
Approximately 150 employees 

' 

For further information please contact the joint 

administrative receiver David Bfenkam at 

Price Waterhouse 

The Quay 

30 Channel Way 

Ocean ViBage 

Southampton SOM 3QG 

Tel: 01703 330077 

Fax; 01703 236252. 

flriceFfbterhause 

This advertisement has bun approved by Price Waterhouse, 
a firm aothorised by the Institute o) Chartered Accountants m 
Enstandand Wales to carry on investment business. 


FAR EAST 

Profitable Audio-Visual 
Company For Sale 

A pp l y * Tha niMt a wi. 

BozBMSSi FSaUCadl TtattB, 

Qm Samhuii Bddfe. 
h oo d/m ESI mhl 


TELECOMMUNICATIONS 


SAVE ON 
INTERNATIONAL 
PHONE CALLS 


fggMS eteM ngffaif 

OpCcLtaoe 

^AnT and Other fWwofto 
• Uaa front Hama, OfBca, 
Hotels, Call Phone* 

• 24 Hour Customer Service 


CaM n oer fa r N ew Lo w 

Tel: 1.206.28*8600 

Fax: 1.206270.0009 

Unae open 24 bom! 

kallback 

MkM m M 


O’Hara’s Bakeries limited 

(in Administrative Receivership) 

d r 

Belfast 

Z° ) 


The company's principal activities are the 

Jy 

production rmWm^rJ Kilcnry pnndnrWL 

t£ 


■ Purpose-built factory 

v5 * 

■ Frozen facilities 

(0> 


■ Cold store for 300 pallets 

■ Annual turnover £6 million 

\ 


■ Prestigious customers 


■ Substantial order book 

s 

■ Skilled workforce 

*°r , 

m 

For further details please contact 

Eric G BcD, Administrative Receiver, 
Grant Thornton, Waters Edge, 


>0 ” 

/T~) 1 

Clarendon Dock, Belfast BT1 3BH. 

Tel: (01232)315500. Rue (01232) 514036. 

A 

Internet: hapdApo^grarn-tbomtorLcruik 


Grant Thornton S 

' c? 

The UK member firm of Grant Tbomrou International. 

Authorised by the Insriture of Chartered Accountants 
England aol Wales to carry on investment business. 

in 


High Vacuum and 
Fabrication Engineers 


\ 


Millitorr Engineering Limited (In 
Ol Receivership) specialises in die manufacture 
V3 | ot planr for the electrical and electronic 
manufacturing and repair industries; 
special purpose plant applying high vacuum 
technology and sub-contract fabrication 

■ Sole UK manufacturer 
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u 
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0 
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Bury, Lancashire 


£ 

s: 

f 


Bhie chip customer base 
50%+ export business 
Vessels and associated equipment 
produced to international codes 

12.000 sq ft freehold property phis 

2.000 sq ft yard area 
Turnover approx £tm 


For further details contact the Joint 
Administrative Receivers Malcolm 
Shicrson and Leslie Ross, Grant 
Thornton. Heron House, Albert 
Square, Manchester MbO 8GT. 

Teb 0161 8 34 5414. Fax: 0161 852 604Z 
Internee bttpJ/^mnv.^anl -tbomton. co. uk 

Grant Thornton 8 

The UR member firm of Grant Thornton lnumadoiuL 
Authorised by the Institute ct Chartered Accountants in 
England and Wales io carry on investment business. 
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Blyde-Barton 
Furniture Ltd 


) 


V. 


(In Receivership) 

Norwich 


< 2 : 


/o 




U 

L 9 


Long established panel based furniture 
manufacturer primarily serving the 
public sector. 

■ blue chip client base 

■ established supply agreements 
■product mix across three distinct 

markets 

1S09002 quality systems 
freehold property 

■ annual turnover cJt3M 

■ wide range of manufacturing skills 
For further details contact die 
joint Administrative Receiver, 

Andrew Conquest, Grant Thornton, 
Crown House. Crown Street, 

Ipswich IP1 3HS. 

Teh 01473 221491 Fax: 01473 2303C4 
Internet: bttpd/uraraLgrmt-d/omlorLco.uk 

Grant Thornton S 

The UK member linn of Gram Thornton IntemaounaL 
Authorised by jhr Insrimieof Chanm-d Arraunums in 
England and Wales io carry on investment bu-dness. 
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NEWS: UK 


Former HK g overnor joi ns T or y swipe at party leader’s Emu policy i Insurers j UK ^JEWS DIGEST 


Pro-EU Conservatives back Blair 


By Robert Peston, 

Political Editor 

William Hague, leader of the 
opposition Conservative 
party, faces increasing inter- 
nal criticism of his policy of 
opposing sterling’s member- 
ship of European monetary 
union for up to 10 years. iMr 
Hague succeeded John Major 
as leader of the party soon 
after its defeat in last year’s 
general election. 

A co-ordinated attack on 
Mr Hague's approach from 
the most powerful members 
of the Conservative left was 
made yesterday. Senior Con- 


servative figures pledged 
their support for Tony Blair, 
the Labour prime minister, 
in taking a positive approach 
to monetary union. Signato- 
ries to a letter in the Inde- 
pendent newspaper yester- 
day included Chris Patten, 
the former governor of Hong 
Kong and a past chairman of 
the party, and Sir Edward 
Heath, who as prime minis- 
ter took the UK into the 
European Community 25 
years ago. 

The letter was also signed 
by Sir Leon Brittan. a mem- 
ber of the European Com- 
mission and former Conser- 


vative minister; Kenneth 
Clarke, who was chancellor 
of the exchequer in the 
Major government; and 
Michael Heseltine. who was 
Mr Major's deputy prime 
minister. Lord Howe, a for- 
mer foreign secretary and 
deputy premier to Baroness 
Thatcher, also signed. 

“Ensuring that Britain is 
not marginalised in Europe 
depends, more than any- 
thing else, on safeguarding 
our right to enter a single 
currency at any time," they 
said collectively in the letter. 
It was “important that Emu 
should succeed" and they 


urged that Britain “prepare 
now to join a successful sin- 
gle currency". 

Mr Patten said yesterday 
that “the letter contains emi- 
nently moderate and sensi- 
ble advice for the Conserva- 
tive party." Describing Mr 
Hague as “intelligent and 
effective”, he issued a veiled 
warning against any 
attempts by the Conserva- 
tive leader to shift the party 
further in a Eurosceptic 
direction. 

“I am sure William 
Hague . . . sees that it is 
important for a party- to use 
both wings," Mr Patten said. 


A set of constitutional 
arguments against Emu will 
be made in a speech next 
week by Michael Portillo, 
the influential Eurosceptic 
former minister who iost his 
House of Commons seat at 
the 1397 election. 

Still tipped as a possible 
successor to Mr Hague, the 
former defence secretary will 
be careful not to appear dis- 
loyal to the party leader. 
When he speaks to the Insti- 
tute of Economic Affairs. Mr 
Portillo is expected to say 
that monetary union would 
be bad for democracy 
throughout the EU. 


Property confidence 
grows sky high again 


A fter years of sluggish 
growth, the UK prop- 
erty sector is attract- 
ing significant new invest- 
ment. a sign of growing 
optimism among institu- 
tional Investors and ana- 
lysts. 

Analysts said statistical 
and anecdotal measures 
suggested property values 
surged sharply in the last 
two to three months of 1997 
and were likely to continue 
that way into 1998. 

Latest figures from the 
Office for National Statistics 
showed that UK pension 
funds - which have been 
paring direct investments in 
property for years - bought 
£145m ($239. 25m; net new 
cash to the sector in the 
third quarter of 1997. the 
highest in two years. 

Moreover, returns on prop- 
erty investments appear to 
have gathered steam during 
1997. suggesting 1998 could 
be a bumper year. According 
to the Bichard Ellis Short 
Term Indicators index, com- 
plied by the property con- 
sulting firm, commercial 
property- capital values rose 
at an annualised 9.2 per cent 
in November while rental 
values rose by an annualised 
11.4 per cent, for a return of 
more than 20 per cent. 
“There are clear indica- 


Sector may be 
leaving years 
of slow growth 
behind, Norma 
Cohen reports 

tions that the investment 
performance of commercial 
property has accelerated in 
the last three months,” said 
Angus McIntosh, director of 
research consultancy at 
Richard Ellis. 

Property investors also 
appear to believe that values 
will rise. Investment Prop- 
erty- Databank, the compilers 
of the UK's direct property 
performance index, said net 
new investment in property 
in November was £143.5m. 
the highest single monthly 
investment since December 
1994. 

The quoted UK property 
company sector, which 
offers indirect exposure to 
property, rose just over 23 
per cent in 1997. out- 
performing the FTSE All- 
Share index, mostly in the 
last quarter of the year. 
Until October, property 
shares underperformed the 
index by 3 per cent 

Several large UK fund 


managers, including PDFM 
and Mercury Asset Manage- 
ment have overweight posi- 
tions in property shares 
while analysts at several UK 
investment banks, including 
Charterhouse Tilney and 
NatWest Markets, are urging 
clients to broaden exposure 
to property shares. 

However. even the most 
optimistic forecasters are 
prepared to temper their 
views. “Not all markets are 
the same.” warned Richard 
Ellis. “The strongest rental 
growth has come from the 
office sector, led by Central 
London; whilst capital 
growth has been led by out- 
of-town retail warehouse 
investment." 

Property consultants Hil- 
lier Parker said: “Despite the 
strong performance over this 
[last] quarter there is clear 
evidence of continued polar- 
isation.” 

Meanwhile, in spite of the 
rise in property prices and 
rents, UK property in 1997 
was still a worse investment 
than the FTSE All-Share 
index. Consultants Jones 
Lang Wootton said 1997 
returns on property were 
expected to be about 15 per 
cent, compared with a pre- 
liminary 18.38 per cent for 
the FTSE All-Share, the 
broadest UK share index. 



• h ‘i. q \. . !j ; t -.itauA 



;ih 

"Mini 


The Corporation of London - municipal body of the City of 
London - has approved plans for this 35-storey redevelop- 
ment Britannic Tower, owned by Wates City of London 


I warned 
on profits 
after air 
| crashes 

By Christopher Adams, 
Insurance Correspondent 

The insurance cost of air 

crashes last year hit near- 
record levels, fuelling fears 
that London-based insurers 
could lose profitability If 
they continued to cat rates. 

A report published by 
Airclaims, the aviation- 
insurance consultancy, said 
the total cost of hull 
liability losses daring 1997 
was S1.4bn, making it one of 
the worst years for air disas- 
ters. 

Six )et aircraft crashed tn 
December, killing more than 
200 people. The aircraft 
included an almost-new Sfl- 
kair Boeing 737, which dis- 
integrated after crashing in 
Indonesia, and a Tajik air- 
liner that came down over 
the United Arab Emirates. 

Although the cost of 
losses last year was 10 per 
cent less than in 1996. it was 
worse than in other years. 
Bat passenger fatalities 
were below average, falling 
from 1,605 to 1,056. 

Aviation underwriters 
warned that the London 
insurance market was pat- 
ting itself at risk by catting 
prices further after several 
years in which over-capacity 
and fierce competition have 
caused insurance rates to 
tumble. 

Graham Nichols, chief 
executive of Westminster 
Aviation Insurance Group, 
estimated that claims last 
year had outstripped premi- 
ums by possibly as much as 
30 or 40 per cent 

A sustained increase in 
the cost of aviation claims 
could push rates up. The 
Institute of London Under- - 
writers estimated that pre- 
mium rates for aviation 
insurance bad fallen by op 
to 30 per cent during the 
latest renewal season at the 
turn of the calendar year. 

Airdaims said 22 western- 
boll t Jet airliners were lost 
in 1997, costing S600m in 
hall claims compared with 

S525m previously. 


BUSINESSES FOR SALE 
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Surveyors. Valuers & Agents 


Dunbartonshire 


Ro&slea Hall Hotel & 
Restaurant, Rhu, 

Near Helensburgh 

• Splendid •coiog on ihc ihorcs or 
Gmc Loch. 

• 39 en suiic I cams bedrooms. 

• Separate manager's and staff 
apartments. 

■ Comprehensive conference, food 
and beverage locilwcs. 

Offers batted keuhold 
Glasgow Office Rtf 6.VFT-M0R9/R 

0141 204 3000 


Near Chester 


Commercial Hotel 

• 38 en suite fcuing bedrooms, 
planning lor further I i. 

• Leisure club with heated swimming 
pool. 

■ function suite 1 1 20». restaurant 
1 52). 

• Projected TAD year end 31.3.98 
EI.IWi.40U wc VAT 

Substantial offers potted 
FREEHOLD 

Manchester Office Ref 56/FT456II 

01618333311 


Hertfordshire 


Investment Opportunity, 

BOftEHAMWOOD 

• Highly profitable 28 bedroom 
budget-style hotel 

• Ground floor let to J D Weth e np o o n 
Pic on 30 year lease from March 
1993 at a current rent receivable of 

I E 422>00 per annum. 

I • Highly visible location in busy town 
centre. 

Price on application freehold 

London Office Rtf20FT38S 

01712270700 


Hotel 

> Country bouse bead totally 
refurbished lo a high standard. 

• 10 en suite bedrooms, restaurant 
1 30). library, lounge. Self contained 
owner's accommodation. 

■ T/O £247,130 net of VAT. 

■ Set in approximately 5 acres with 
potential to expand. 

Offers w excess of 

£395,800 FREEHOLD 

Edinburgh Office Rtf 52ffTdd298 

0131 557 6666 


By Order of Greene King Brewing & Retailing Ltd, due to RatfamBsatioa 

Short Notice Sale By Private Treaty 

A COMPLETE MODERN LAGER BREWING FACILITY. 
MAJORITY INSTALLED 1985-1990 
(Rated Capacity 250,000 HL Per Year) 

Plant in be offered fa lots <r as a whole 

Iky Goods 
Brew house 

Fermentation A Maturation Vends 

Additional Equipment ladndes: Beiges Yeast Pitch Vessels, Complete Yeast 
R wtamai i o o Plant. Schenk Primus miration Float, Hot A Cold Liquor Storage 
Vends, Wort Coolers. Beer Odum & Pasteurisers, CLP. Sets. Glycol RdHgefam 
System. OU Fired Botlera. Packaged Rotary Screw Compressors. CQ2 Storage 
Taak.Ete.Etc 

Burnett & RdCe 10 Lane Kegglug Line With UeCdd & Lender 
PStBettartOepeflettar 1 1978-19851 

FprA Detailed Ce jomrFlf sh eet or Catalogue Contact 

■nriiTTSM Tel: 0171 405 8411 
Fax: 0171 405 9772 
email: henry. butcher.anciIong@dlal.pipcc.com 


Established Packaging Machine 
FOR SALE 

The design and manufact u ring rijfito ot the original MAIDSTONE vortical tom 
tu and seal packing machine an? ottered lor sale, comprising of the name, 
intaBectUed right, tteslyi drawings, stock, spares, and W1P Over 600 machines 
have baanfxifl and ajppted around Die world wdh many stil in seivce. 

tf Intonated, phase contact Colbi Horwood at Sherman Ltd tor further details 
Hal: 01332 789646 Fax 01932 751B30 
or write to: 

162 Windmill Road west, Sunbu/ycn-Thanes, Middlesex TW16 7HB 


Pressure grows 
for RAF to lease 
Boeing C-17s 


Offices at. London - Birmingham • Bristol - Edinburgh 
Exeter • Glasgow • Ipswich ■ Leeds • Manchester 
Milton Keynes ■ Newcastle - Nottingham • Winchester 


A1 SECURITY & ELECTRICAL LIMITED 
(In Administrative Receivership) 

The Joint Administrative Receivers. J J Cleave and S V 
Freak ley, offer Tor sale as a going concern the business and 
assets of A 1 Security & Electrical Limited. 

• Manufacturer of household security equipment 
including alarms and CCTV 

• £6 million annual turnover 

• Blue chip customer base 

• Leasehold and freehold premises - total of 20.000 
sq/ft 

I • Approximately 75 employees 

i For further information and a sales brochure please contact; 
Stuart Dooisoc or James G leave | 9 | 

Phone: 01612286622 El 

I p__. niAlTMiton BUCHLXRFBHUrS 

Fax. 0161228 1199 r»u«*w«ow^ 


Personnel Safety Products 
GROWTH SECTOR 
Price +£3.5 Million 
PBIT +£550k per annum 

Retirement Sale 


LIQUIDATIONS, 
RECEIVERSHIPS & AUCTION'S 

LiquiddUana am) Receivership 
listed every w«k. Who they are. Whai 
they did and who id con DCL + Scon-, of 
Auctions every ucck. 

BUSINESSES FOR SALE 

Monthly publication lurmy over inn 
djtTcnsii businc+o for *jIc. 

For Turner details . 

Tel: 01652 68*88* Fax: 01652 688867 


Specialist Timber Product Distributor 

Supplying Several Niche Markets 

Turnover circa £8 million - PBT - £450,000 

Reply lo: Bax B5626. Financial Times. 

One South walk Bridge. London SE1 9HL 


Licensed PremisesIWine Bar/Restaurant 

Appro*. 7.000 kj. ft. situated in 
Prime Central Cily Location. 

Long L e ase. 

PRINCIfiALS cwly. 

WrtflKtoRSfcJS.Fmwfanhna. 

OeUhnt Brtfce. LondaSEI W. 


CONTRACTS & TENDERS 

HELLENIC REPUBLIC 
MINISTRY OF 

TRANSPORT AND COMMUNICATIONS 
CIVIL AVIATION AUTHORITY 

The Hellenic Civil Aviation Authority (HCAA) invites all 
interested parties to participate in the tendering, procedure 
for the establishment of a second Handling Agent against an 
economic value for the provision of "third party passengers 
handling for public transportation flights on a 24-hour basis 
at a competitive status along with Olympic Airways S.A. 
until 31-12-98 at Athens International Airport/Hast 
Terminal". 

Tendering procedure will take place on Thursday 15 January 
1998 at 11 AM a.tn. - 11:50 a.m. at the HCAA Headquarters. 
1 Vassileos Georgiou Avenue, HeUenikon (Athens;, Central 
Budding No 1 /Theater Hal] fground floor). 

Information and participation terms are available in the 
Greek language at HCAA/Financial and Supply 
Division /Commercial and Noncommercial Revenues Section 
(DU /G> daily from 09:00 a.m. - 14:00 p.m. 

Publication costs are at Contractor's expense. 


By Alexander Nicofl, 

Defence Correspondent 

Pressure is growing for the 
Royal Air Force to lease US- 
made C-17 transport aircraft 
as part of a plan to improve 
Britain's capability to deploy 
troops rapidly. 

Decisions on adding to air 
I transport capacity are expec- 
ted in the government's stra- 
, tegic defence review, due to 
1 be completed in the spring. 
George Robertson, the 
defence secretary, has said 
the lack of “strategic lift” 
should be rectified to make 
troops more mobile. 

The government will face 
an awkward choice, with 
three aircraft being offered 
to fill the requirement. 

The first is the latest ver- 
sion of the Hercules, the 
C-13QJ. made by Lockheed 
Martin of the US. The Royal 
Air Force should this year 
receive the first of 25 C-130Js 
- over a year late because of 
technical problems - as the 
first part of a programme to 
replace its ageing fleet of 55 
Hercules. 

The second contender is 
the Future Large Aircraft 
(FLA), now on the drawing 
board at Airbus, the Euro- 
pean consortium. Although 
this aircraft would not come 
into service until at least the 
middle of the next decade. 


there could be political pres- 
sure for it. Airbus is central 
in the ideas of European gov- 
ernments about consolidat- 
ing the defence industry'. 

The order to replace the 
second batch of 30 Hercules 
is to be widened to include 
replacement of 26 VC10 and 
nine TriStar aircraft, used as 
tankers and transporters, 
which will go out of service 
between 2007 and 2011. A 
decision to expand transport 
capacity could expand the 
need still further. 

Neither the C-130J nor the 
FLA is big enough, however, 
to carry main battle tanks 
and heavy armour. The only 
western aircraft that can do 
this is Boeing's C-17. 

Some senior officers 
believe the larger aircraft is 
essential if Britain’s Joint 
Rapid Deployment Force is 
to live up to its nam e, as 
well as to meet commit- 
ments to Nato's ACE Rapid 
Reaction Corps, w’hicb 
Britain leads. 

However, the high pur- 
chase price of the C-17, at 
approaching $200m. leads to 
leasing arrangements being 
suggested. This could give 
Britain a relatively quick 
improvement in strategic 
lift, some officers argue. 

Editorial comment. Page 11 


to peace talks 

The future of the ceasefire by Protestant ToyaBstsTin 
Northern Ireland was in doubt last night as two small loy- 
alist parties threatened to withdraw from the region’s 
talks unless the UK government matched concessions 
offered to republicans. • 

With negotiations due to restart cm Monday, the Pro- 
gressive Unionist party. - political wing of the outlawed 
Ulster Volunteer Force - told Mo Mowlam, chief Northern 
I relan d minister in the British government, that she had 
until the weekend to produce a formula which would : 
ensure their continued presence at the talks on the 
region’s constitutional future. ' . 

“She has got until the end ofthe week to prove she is 
going to make changes- 1 want the process to work hot L 
want to be an equal partner.” said Billy Hutchinson, a. . 
senior member of the PUP. The crisis was triggered by the 
murder of Billy Wright, leader of the breakaway Loyalist 
Volunteer Force who was gunned down by republicans 
inside the Maze prison 10 days ago. - 
With the hardline Democratic Unionists accusing repub- 
lican paramilitaries of blackmailing the UK government, ~ 
the Ulster Unionist Party was last night trying to arrange 
an urgent meeting with Loyalist rnmnitvi at the Maze in a 
bid to forestall the collapse of the talks. The Ulster Union- 
ists are the largest pro-British party in Northern Ireland. ; 
Gary McMichaeL leader of the Ulster Democratic party, / 
said; “What we need from the government is a more pro- ... 
Unionist, pro-British stance." 

As the funeral was held In North Belfast for Edmund 
Trainor, the latest Catholic victim of Loyalist reprisals, . 
David Trimble. UUP, leader met Tony Blair, the prime - 
minister, in London. John Murray Brown, Belfast. 

■ MANUFACTURING 

Survey reveals slower growth 

Manufacturing growth slowed in December, according to; 
the latest purchasing manage rs' survey. The composite 
purchasing managers’ index registered a seasonally 
adjusted 52J9. after 53.7 In November. The threshold of 50 
indicates expansion. 

The slowdown was due to a unusually strong decline in 
do mes tic orders. This is a change from the pattern - 
throughout most of 1997, when strong domestic consumer 
demand compensated manufacturers for a more competi- ' . 
tive expert environment due to the high, sterling . 
exchange rate. The new order index fell from 56.3 to 53.4, 
the lowest level for almost two years, while growth in 
export orders rose from 50.2 to 52.1. 

The figures follow Monday's publication of a series of 
downbeat 1998 forecast from several economic forecasting 
groups. After a projected economic growth rate of about ~ 
3.5 per cent this year, the economy is now widely expec- 
ted to slow sharply with most forecasts in the range of 2 
per cent and 2.5 per cent. Wolfgang MOnchau, London 

■ MOBILE PHONES 

Customer numbers up 22% 

Mobile phone customer numbers grew about 22 per cent 
from 6.79m at the end of 1996 to &34m at the end of 1997.' 
The upturn is being attributed to increased advertising 
and promotions coupled with simpler pricing structures 
and offers which bundle together handset, line rental and 
“free” calls. 

All four national operators announced significant 
increases in connections. Vodafone, the UK's largest cellu- 
lar operator, said it connected a net 241,000 subscribers, ' 
bringing its total to 3.14m of which some 2.34m were con- 
nected to the newer digital services. Last year, it con- 
nected only 146.000 subscribers in the same period. - 
One-2-One. which has struggled to overcome the handi- 
cap of limited geographic coverage, continued its recov- 
ery. putting on 206.000 subscribers in the quarter com- 
pared with 85,000 in 1996. Alan Cane, London 


■ CREUTZFELDT -JAKOB DISEASE 

Number of deaths ‘steady’ 

Deaths from the variant of Greutzfeldt-Jakob disease asso- 
ciated with BSE, or “mad cow disease", appear to be hold- 
ing steady, says the Department of Health. In the first 11 
months of 1997. nine people died of confirmed or probable 
CJD, including the variant disease. Another victim is still 
alive. That compares with 10 deaths for the whole of 1996, 
three in 1995 and none recorded before that ' 

CJD remains a rare disease, with 46 deaths in total dur- 
ing the first 11 months of 1997 including those for whom 
CJD runs in families. The new variant of CJD was first 
reported in The Lancet the medical journal, in April 1996. 

Daniel Green, London 

■ PROFESSOR ‘JIM* GOWER 

Financial regulation pioneer dies 

Professor “Jim" Gower, a distinguished legal academic 
whose one-man review of investor protection paved the 
way for the UK's hybrid system of financial regulation, 
has died aged 83. 

Gower’s work in 1981-85 produced the blueprint for .sub- 
sequent regulation, but the structure was considerably ' 
changed from his personal preference for a more statutory 
system by the time the 1986 Financial Services- Act - . j 
emerged. He was called in by the Department of Trade | 
and Industry because the investor protection regime had . , 
been exposed by the collapse of MX. Doxford, a commod- 
ity broker, and licensed securities dealer Norton Warburg. I 

The essence of his proposals was that much enhanced 
powers for the DTI should be delegated to self-regulatory . 
organisations. Opposition from the City prevented him 
from putting a case for a self-standing regulatory agency, 
like the US Securities and Exchange Commission, which 
he fovoured. 

Laurence Cecil Bartlett Gower had already made his 
mark several times when the DTI called him in at the. age 
of 67. Professor of commercial law at the University of 
London to 1962, he also devoted much attention to legal 
education of students from African countries reaching 
independence. Clay Harris and John Blender, London 


6 Crusade’ pledge in jobs launch 


1 By Andrew Bolger, 

! Employment Correspondent 

Gordon Brown, the 
chancellor of the exchequer, 
yesterday promised a 
“national crusade" to end 
divisions caused by unem- 
ployment as he launched the 
government's £3.5bn 
<$5.75bnj welfare-to work 
programme. He said the 
launch marked the start of a 
long haul towards fill] 
employment 

Launching one of 12 pilot 
schemes in Scotland. Mr 
Brown promised an extra 
£250m to extend the scheme 
from l Mo-24 year olds to 
older jobless people. 

The initial scheme, for 18 
to 24 -year-olds out of work 


for at least six months, will 
go nationwide in April. 
Claimants face loss of bene- 
fit if they do not either take 
a job, enter full-time educa- 
tion or training, or work in 
the voluntary sector or for 
the government’s environ- 
mental taskforce. 

While the number of 
long-term unemployed 
young people has halved in 
the past two years to 122.000. 
there are more then 243.000 
potential workers aged more 
than 40 who have been job- 
less for more thnn two years. 

The opposition Conserva- 
tive party accused the 
Labour government of 
directing the programme 
largely at the wrong people. 
The Conservatives claimed 


the extension of the scheme 
to the older jobless - who 
will now receive a total of 
about £6Q0m from the £3.5bn 
total - suggested that It had 
been misdirect ed in the first 
place. 

“Of course, anything that 
helps people into work we 
support,” said David Wil- 
letts, the Conservatives' 
shadow employment spokes- 
man. "But what we doubt is 
this programme's imbalance 
towards young people when 
already we have great suc- 
cess and they are only put- 
ting a relatively small 
amount to the middle-aged 
and long-term unemployed, 
where the problem lies." 

Mr Brown denied that too 
many resources were being 


targeted towards the young 
and stressed that there was 
still a huge problem with 
under-25 unemployment 

He said the plans were 
intended to be implemented 
in stages, with the young 
unemployed targeted first so 
that they would not. be a 
second generation of the job- 
less- 

The Department for Edu- 
cation and Employment con- 
finned that older people on 
the new deal, just like 
younger participants, would 
not have the choice of doing 
nothing. 

David Bhmkett, education 
and employment secretary, 
said the programme would 
help to heal communities 
damaged by unemployment 
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William Packer reviews the paintings 
of Sir Winston Churchill 



1 ns ton 
r. Churchill 
was of 
course a 
great man. 
but that is hot to say tbat.be 
was necessarily a towering 
genius at everything to 
which he turned his band. 
Rather it is that whatever he 
did is always interesting. 

As a writer/ he did indeed 
prove himself, both profes- 
sionally ^md creatively. He 
earned his- living by the pen 
when In the political wilder- 
ness between the wars, and 
in large part. his writings 
and speeches are woven into 
the fabric of our literature, 
marked by the artist’s true 
gift of language. His. paint- 
ing, on the other hand, 
remained always a private 
passion, fulfilling private 
needs, and to measure it 
against higher standards to 
which he himself never 
openly aspired, is unfair, 

The problem is only to see 
the work as it is, neither 
vaunting it unduly in defer- 
ence to the great man’s 
standing in other spheres, 
nor disparaging it unduly on 
the same account. For Chur- 
chill as he wrote 50 years 
ago, painting was his pas- 
time. “a friend who . makes 
no undue demands, excites 
no exhausting pursuits, 
keeps faithful pace even 
with feeble steps . . He 
turned to it for the first time 
at the age of 40, as to a ther- 
apy, in his personal crisis 
after the Gallipoli debacle of 
1915. ‘like a sea-beast fished 
up from the depths, or a 
diver too suddenly hoisted, 
my veins threatened to burst 
from the fan in pressure. I 
had great anxiety and no 
means of relieving it . . . 
(when) the Muse of Painting 


came to my rescue" Some 33 
years later he would tell 
John Rothenstein of the 
Tate: “If it weren’t, for paint- 
ing, 1 couldn’t live. I couldn't 
bear the strain of things.” 

These are the words not of 
one who sees himself as an 
artist, pushing his work to 
the limits erf experience, but 
of someone rather who is 
engrossed by the activity. 
And it explains much of the 
frustration that we now feel 
before the work. For if the 
best that we can say of Char- 
chill the painter is that he 
was a very talented amateur, 
it is also the worst, and 
meant as a compliment. 
Being an amateur is a state 
of mind, and Churchill saw 
himself as no thing else. But 
as such he took himself and 
his painting seriously 
enough for us now, on the 
strength of what he actually 
did, to wish he had only 
pushed it a little farther, and 
himself a little harder. The 
talent was there. 

bo knows 
why not? 
Perhaps, 
out of defer- 
ence, or 
awe, the distinguished paint- 
er-friends to whom he 
turned for advice and 
encouragement - Lavery, 
Open. Sickert (who showed 
hhn the use of photographic 
reference) and William Nic- 
holson - were over-gentle In 
their, criticism. Or perhaps, 
at the time, they didn't take 
him too seriously in his 
intentions, and were a shade 
patronising. It is not uncom- 
mon a dilemma, when great 
men take to art.. . 

His faults are obvious, but 
then so are his virtues. He 
leaves off too soon, or is eas- 



ily satisfied. He was never 
taught to draw, nor ever 
made an; apparent attempt 
to learn. from .winch follow 
the frequent spatial uncer- 
tainty in the work, the pre- 
occupation with landscape, 
and the general unhappiness 
with the figure. On the other 
hand, it is not only his 
underlying natural ability 
that is evident, but the speed 
with which it develops once 
he gets started. 

The earliest of the works 
on show date from 1915 and 
1916. gardens, interiors and 
souvenirs of his short tour 
on active service on the 
Western Front. They are ear- 
nest, almost schoolboy strug- 
gles with an unfamiliar and 
as yet unbiddable medium. 
But within only a year or 
two comes something more 
assured and even sophisti- 
cated. as he really begins to 
see what he is looking at, 
simplifying and ordering 
image, space and structure, 
hi the 1920s. with more time 
to give to it, the work moves 
quickly, and is most radical 
One or two seascapes of that 
time have the rich, expres- 
sionist simplicity of a Nolde 
or Derain. 

He was indeed looking 
beyond his francophile New 
English Art Club and Acad- 
emy friends to the modem 
French, to Manet. Matisse, 
and to Cezanne and Monet 
most of all - which, inciden- 
tally, makes his later and 
notorious antipathy to Suth- 
erland's great portrait of him 
seem all the more puzzling. 
From Monet he might well 
have taken the idea of water 
as a subject, with its actual 
surface and diffracted inte- 
rior planes, animated by fish 
and weed, confounded by 
reflection, that are among 



An underlying natural ability: ‘Lady Churchill at the Latmchmg of HMS Indomitable’ by Sir Winston Churchill 


the very best of his works - 
the harbour at Cannes, the 
River Loup, the goldfish pool 
at ChartweU. all in the 1930s; 
Torcello. a stream in the 
Vaucluse. the black swans 
on tbe lake, from the 1940s. 

But best perhaps is the 
last painting in the show, 


from 1958 when Churchill 
was 84. of oranges and lem- 
ons on a shiny, reflective 
table, the leaves and shad- 
ows set upon a loosely-stated 
grey wall. It is simplicity 
itself, and yet worked with a 
light free certainty that 
bespeaks a real artist unself- 


consciously at ease with 
hima elf. It is a summation 
and vindication of the com- 
mitment of half a long life- 
time. We may come to this 
intriguing exhibition drawn 
by the name alone, but shall 
remember the work for 
itself. 


■ Painting as a Pastime 
- Sir Winston Churchill, his 
life and painting: Sotheby's, 
34 New Bond Street Wl, 
until January 17: a free loan 
exhibition variously spon- 
sored by Wingate & John- 
son, Hiscox, and RJL Har- 
rison Insurance Brokers. 



he view from the 
East depends very 
much, upon where' 
you are standing. 
As the economic trajectories 
in countries such as the 
Czech Republic^ Hungary 
and. to a lesser extent, 
Poland pull their respective 
artistic communities .in an 
upward direction. Romania, 
Bulgaria and particularly 
the states of the former 
Yugoslavia have likewise 
dumped their artists uncere- 
moniously at the very bot- 
tom of the heap. ' 

Perhaps most successful in 
cutting loose its state funded 
cultural organisations but 
managing to maintain a sup- 
portive attitude has been the 
Czech government, which 
has consistently^ 'provided 
artists with “packages" of 
financial help - until the 
recent bout of economic and 
political turmoil, that is. 

‘ But the Czech, cultural 
industry seems to have 
achieved a momentum of Its 
own. particularly the boom- 
ing Barrandov Film studios 
which has made Prague the 
venue of choice among the 
world’s film-makers. 


Restoration and devastation 

John O’Mahony on the 1998 cultural scene in Eastern Europe 


list includes Nikita Mikhal- 
kov who chose, rather tell- 
ingly, to shoot much of the 
The Barber of Siberia there. 

Budapest is not far behind, 
and was given a major boost 
a year ago with the estab- 
lishment of a Museum of 
Modern Art. the first con- 
temporary art museum to 
exist in Hungary for 50 
years. In Poland, however, 
artists have been subjected 
to a long stint of nar- 
rowminded peasant-culture 
promotion by the Peasant 
Party. However, with the 
Peasant Party dislodged 
from power. 1998 is looking 
distinctly more rosy. .. 

Elsewhere in the former 
Eastern Bloc, the outlook is 
a familiar one of deprivation, 
pitifully meagre state subsi- 
dies,, negligible private spon- 
sorship . and crumbling 
morale. Romania, Bulgaria, 
Slovakia, Slovenia all fall 


into this category, though 
nothing can quite match 
Serbia, where international 
sanctions have killed off cul- 
tural life altogether, with no 
prospect of respite. 

One light in the darkness 
is Bosnia, where many of the 
bombed-out museums are 
slowly being renovated and 
which recently hosted the 
hugely successful and 
equally symbolic third Sara- 
javo FBm Festival. 

Meanwhile, listed below 
are the highlights of the 1998 
Russian cultural calendar. 

■ SL Petersburg's cele- 
brated White Nights in June/ 
July will light the city up 
with jazz, rock and literary 
festivals. But highlight is the 
Mariinsky Theatre’s “Stars 
of the White Nights” festival 
which will this year include 
a new production of La Tra - 
viola, produced by Rustam 
Hamdamov, with Valery 


Gergiev, incidentally the 
hottest conductor in the 
world at the moment, presid- 
ing over the music. Other 
Mariinsky premieres in 1998 
will include a Balanchine 
double bill at the end of 
April and a one-act ballet 
choreographed by Roland 
Petit. Details from the Mari- 
insky Theatre, (7812) 114 
1211 . 

■ Oscar winning director 
Nikita Mikhalk ov will unveil 
his $35m film The Barber of 
Siberia, starring Richard 
Harris and Julia Ormond, 
slated for an international 
release in March. 

■ The 1998 Chekhov 
International Theatre Festi- 
val kicks off in March at a 
variety of Moscow venues. 
Though no programme has 
been ann ounced yet. it 
should be up to the standard 
of previous years, which fea- 
tured shows directed by 


Peter Brook, Peter Stein and 
the Lithuanian genius 
Aemuntas Nyakhroshus. 
Details from the festival, 
(7095) 929 7070. 

■ While Moscow's Bol- 
shoi Opera produced its first 
bright spark in years with 
Peter Ustinov's production 
of Prokofiev's Love for Three 
Oranges, nothing much, 
other than the usual tourist 
fodder, is planned for 1998. 
Opera in Russia's capital 
will most likely' continue to 
be dominated by the tiny 
Helikon Opera, under the 
directorship of 30 year old 
Dimitry Bertman. 

■ 1998 will also see a new 
release from film-maker Kira 
Miratova whose mini-master- 
piece Three Stories last year 
was very possibly tbe best 
Russian film this decade. 
The film, as yet untitled, will 
be written by. and star, the 
estimable Renata Litvinova. 


■ After the roaring suc- 
cess of The Winter’s Tale 
directed by Declan Dormel- 
lan, artistic director of the 
British theatre company 
Cheek by Jowl (which con- 
tinues in repertory), the 
Maly Theatre of St Peterburg 
is turning its attention to a 
contemporary Russian play 
for the first time in a decade: 
Begushie Stranniki or The 
Fleeting Wanderer by Alex- 
ander Kazansov. Details 
from the Maly. (7812) 113 
2028. 

■ The Russian Museum 
celebrates its 100th anniver- 
sary with an exhibition, run- 
ning from April to June, con- 
cerning the restoration of 
the museum’s palaces. An 
exhibition devoted to the 
Russian avant-garde will 
take place in March and 
June. 

On the contemporary side, 
the Marble Palace wing will 


host the work of Timur 
Novikov in January and Feb- 
ruary. Details from the Rus- 
sian Museum (7812) 219 1615. 

■ The State Pushkin 
Museum will celebrate the 
centenary of the birth of film 
director Sergei Eisenstein 
with an exhibition in Janu- 
ary and February. In 
August, an exhibition will be 
held showcasing the great 
museums of the world. And 
in October and November, 
the State Pushkin will join 
forces with the Tretyakov, 
the Hermitage and other 
museums around tbe world 
to celebrate C&uxtme and the 
Russian Avant-Garde. 

■ Russia's contemporary 
art scene will continue to 
sizzle throughout the next 
year, particularly with the 
release from prison of Alex- 
ander Brener, the young art- 
ist who, last January, deco- 
rated a Si 8m work by 
Kazimir Malevich in Amster- 
dam’s Stedelljk Museum 
with a magnificent, green 
dollar sign. In order to con- 
found museum security, Bre- 
ner and his fellow “action- 
ists” have, so far, announced 
no plans for 1998. 


Musical 

Small in 
scale, 
large at 
heart 


I n these darkening days 
when we begin to feel 
gripped by seasonal 
adjustment disorder a 
feelgood musical Mke The 
Sound of Musk is just what 
the doctor ordered. 

Phil Willmott’s Steam 
industry, which Is 
presenting it at BAC, has 

made a speciality of 

producing small-scale but 

high-energy old-fashioned 

musicals such as Calamity 
Jane and Stoeet Charity. One 
has to applaud the 
company’s audacity in 
attempting to do justice to 
these well-loved pieces 
whose scale in terms of 
casting and production 
petrifies even large West 
End producers. 

With the Sound of Music 
Willmott has created a large 
and, in as much as it is 
possible with a tiny budget, 
a lavish production. Hie 
staging and choreography 
are all that you would wish 
for, with the full 
compliment of buxom and 
excitable novice nuns, 
dancing footmen and nasty 
Nazis. 

F rom a modem and 
thoroughly sensible 
standpoint, one 
would of course like 
to hold out against the 
admittedly mawkish plot 
But only the most 
hard-faced ganleiter could 
resist the charms of the 
deligbtftal and excellent 
cast, the gingham-clad van 
Trapp family and in 
particular their smallest 
member, Gretl, the winsome 
Jessica Anderson. 

The only trouble with the 
production is in the centra] 
pairing of Maria and 
Captain von Trapp. 
Penny-Belle Fowler as Maria 
both looks ami sounds all 
that she shonld be, but there 
was a touch too much of the 
children's TV 
presenter-style about her 
portrayal to make it truly 
sympathetic. Tim 
Herrington as von Trapp, 
again, outwardly looks the 
part, but lacks the soul, 
character, dash and, it must 
be said, vocal ability to 
personify the brave captain. 

However, the energy of 
the show is such that these 
inconsistencies do not mar 
the whole. There is also 
glorious compensation in 
the form of Sharlott 
BickneD as the raffish Elsa 
Schrader and PhQ Willmott 
himself as the louche and 
loveable Max Detweiler. 
Willmott and his team ring 
every drop of pathos out of 
the big show-stopping 
numbers, “Climb Every 
Mountain” and. of course, 
the title tune itself. The 
choral sin g in g by the large 
cast of nuns was excellently 
done. There are many small 
touches and clever cameo 
performances that make the 
production, though small in 
scale, large in heart. 

Sam Albasini 


The Sound of Music at 
Battersea Art Centre, 
London SWll (0171 223 
2223) to January 10. 
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m BARCaONA ; 

EXHIBITIONS' V 
Ftmdactfrta Canca" ... 

Tel- 34-3-207 74 75 : . ... 
Rembrandt The Human and the 
Natural landscape. 91 etchings., 
from the Rembrandt Rouse . . 
Musedm.in Amsterrfarp.The . ' 
exhibition wiH transfer To : Madrfg; 
to Jan 11 . 


■ BERLIN 

concerts; “ : v 

PhiBiannonie V . - 

Tel: 49-30-2548 8354 \ . • ' ; : 

Berlin Philhaiuprec Orchestra: - '. 
conducted by Nikolaus ’ 
Hambnkourtin yyarte-by. ; - ; 
Beethoven; Jan lO, 11, 12 ' 

DeutscheOper 

Tet49-3G-i4384-01 ■' 

Deutsche OpetBaflet. Rosalinda, 
cfioreographed.byRorjald Hynd 

to music by J. Strauss; Jan 6.10 

opera/ vv.:.;.’. 

Deutsche Oper .. .. ' - 


7efc 49-30-34384-01 
H§nse! und Gretei: by 
Humperdinck. Conducted by 
Sebastian Lang-Lessing in a 
staging by Andreas Homoki; 

Jan 9 : . . . 

■ CHICAGO 
OPERA 

Lyric Opera of Chicago 

- Tel: 1-312-332 2244 
www.fyricopera.grg 
Arnistad: world premiere of 
Anthony Davis’s new work about 
the 19th century anti-slavery 
campaign. DOnnfs Russell Davies 

conducts a production by 

Geofge'C. Woolfe; Jan 9/11. 

Ji EDINBUR GH 

EXHIBITIONS 

National GaDery of Scotland 

Tel: 44rl31-624 6200 
Turner Watercolours: bequeathed 
in 1900 by the Victorian collector 
Henry- Vaughan, these 38 
paintings have been exhibited 
areiuaijy for. more than 90 years; 
to Jan 31 : 


■ GLASGOW 

EXHIBriioNS; 

Burred Coflection 
Te& 44-141-649 7151 

Sfr Jotih Lavoy (1856 : 1941): The 
Irish' Glasgow Boy. Highlights 
include ‘The Tennis Party” 

(1885); to Jan 25 

■ LONDON 

CONCERTS 
Barbican Had . . 

Tel: 44-171-638 8891 



London Symphony Orchestra: 
conducted by Bernard Haitink in 
works by Haydn and Bruckner, 
Jan 11 

DANCE 

Royal Festival Hall 
Tel: 44-171-9288800 
The Royal Ballet Cinderella; Jan 
6,7, 8,9, 10, 12 

EXHIBITION 
Tate Gallery 
Tel: 44-171-887 8000 
The Turner Prize 1997: display of 
works by each of the nominees 
on this year’s all-woman shortlist 
Christine Borland, Angela 
Bulloch, Cornelia Parker and 
Gillian Wearing; to Jan 1 8 

OPERA 

Shaftesbury Theatre 

Tek. 44-171 -379 5399. 

The Royal Opera: The Merry 
Widow, by Franz Lehfir, in a new 
translation by Jeremy Sams. New 
production by Graham Vick, with 
designs by Richard Hudson; Jan 
6.7,8,9,10 

■ LOS ANGELES 

CONCERTS 

Dorothy Chandler PavSBon 
Tel: 1-213-365 3500 
Los Angeles Philhannonic: 
conducted by Esa-Pekka 
Salonen in works by Haydn and 
Mahler. With mezzo-soprano 
Markefla Hatziano and tenor Ben 
Heppnen Jan 8, 9, 11 

■ MILAN 

EXHIBITIONS 

Fondazione Antonio Mazzotta 


Tel: 39-2-878 197 
Kandinsky: more than 100 works, 
30 of them paintings ; to Jan 11 

■ NEW YORK 

DANCE 

New York City Ballet, New 
York State Theater 
Tel: 1-212-870 5570 

• Jewels: by Balanchine, to 
music by Faure, Stravinsky and 
Tchaikovsky: Jan 6, 10 

• Mixed Programme: includes 
Angelin Preijocaj's La 
Stravaganza, premiered fast 
spring, and Balanchine’s Stars 
and Stripes; Jan 7. 11 

EXHIBITIONS 
Guggenheim Museum 

Tel: 7-272-4233500 

www.guggenhelm. org 

Robert Rauschenberg: major 
retrospective consisting of some 
400 works spanning the artist's 
50 year career, in which 
photography and performance 
have been dominant themes. The 
exhibition begins at the Solomon 
R. Guggenheim Museum and 
continues at the Guggenheim 
Museum SoHo; to Jan 7 

Metropolitan Museum of Art 

Tat 1-212-8795500 

www.metmusaim.org 

• Drawings of Filippino Lippi 
and His Circle: first major 
exhibition of work by the 
Quattrocento painter. Of the 117 
drawings on display, 60 are by 
Lippi, including rare loans from 
around the world; to Jan 1 1 

• The Private Collection of 
Edgar Degas: sold at auction 
after his death in 1918, more 


than 200 19th century French 
paintings and drawings collected 
by the artist who once imagined 
establishing his own museum. 
Includes works by Ingres, 
Delacroix, and impressionists 
including Manet, with one room 
devoted to works by Degas 
himself; to Jan 1 1 

Museum of Modem Art 

Tel: 1-212-708 9480 
www.moma.org 
Achilla Castiglioni: Design! First 
US retrospective of the Italian 
designer ends today 

Whitney Museum of American 
Alt 

Tel: 1-212-3272801 

• The Warhol Look/Glamour 
Style Fashion: major 
retrospective of around 500 
works of art, following Warhol's 
career from the 1940s to toe 
1980s; to Jan 18 

• Fashion and Rim: running 
concurrently with the Warhol 
show, this film and video series 
traces the relationship between 
toe two industries; to Jan 18 

OPERA 

Metropolitan Opera, Lincoln 
Center 

Tek 1-212-362 6000 
www.metopera.org 

• Capricrio: by R. Strauss. New 
production by John Cox, with 
sets by Mauro Pagano; Jan 9. 12 

• II Barbrere di Siviglia: by 
Rossini. Revival of a staging by 
John Cox; Jan 8 


■ PARIS 

CONCERTS 


Salle Plsyel 

Tel: 33-1-4561 6589 
Orchestra da Paris; conducted 
by Emmanuel Krivlne in works by 
Wagner and Strauss. With bass 
Jose Van Dam: Jan 7, 8 

OPERA 

Opera National de Paris, Opera 
Bastille 

Tel: 33-1-4473 1300 
La Traviata: by Verdi. Production 
directed by Jonathan MUIer and 
conducted by James Conlon; 

Jan 7. 10 

■ ROME 

EXHIBITIONS 
Musei Caprtofmi 
Henri Matisse: more than 200 
works are included in tors major 
exhibition, which aims to 
demonstrate toe profound 
influence of Oriental art upon the 
great modernist to Jan 20 

OPERA 

Teatro defl* Opera 
Tel: 39-6-481601 
www.themix.it 
La Fiamma: by Respighi. 
Production by Hugo De Ana, 
conducted by Gianluigf Gelmetti; 
Jan 7 

■ VENICE 

EXHIBITIONS 
Palazzo Grass! 

Tel: 39-41-523 1680 
German Expressionism: Art and 
Society. Kirchner is at the centre 
of this selection of works, dating 
from around 1910 to the 
mid- 1920s. Other artists 
represented include Meidner and 


Marc; to Jan 1 1 


■ WASHINGTON 

OPERA 

Washington Opera 
Tel: 1-202-295 2400 
L’ EJisir d' Am ore: by Donizetti. 
Staging by Stephen Lawless; 
Kennedy Center Eisenhower 

Theater; Jan 6 

■ ZURICH 
EXHIBITIONS 
Kunsthavs Zurich 
Tel: 41-1-251 6765 
Arnold BOcklin, Giorgio de 
Chirico, Max Ernst Voyage into 
the Unknown; to Jan 18 

■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
$48 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 
Monday to Friday, Central 
European Time: 

• NBC Europe 

10.00: European Money Wheel 
Nonstop live coverage until 15.00 
of European business and the 
financial markets. 

17.30: Financial Times Business 
Tonight 

• CNBC 

08£0: Squawk Box 
10.00: European Money Wheel 
18.00: Financial Times Business 
Tonight 
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Struggle for survival 


B enjamin Netan- 
yahu, the Israeli 
prime minister, 
was in fighting 
mood yesterday. Brushing 
aside the weekend resigna- 
tion of David Levy, his for- 
eign minister, he made it 
clear he was determined to 
salvage his Likud-led coali- 
tion government 
Mr Levy had said he could 
no longer work with a gov- 
ernment that had failed to 
support the socially disad- 
vantaged It was Impossible, 
he said, to continue in an 
adminis tration that was no 
longer fulfilling the Oslo 
peace accords signed by 
Israelis and Palestinians in 
September 1995. 

Mr Levy’s departure robs 
the Palestinians - and Wash- 
ington - of a moderate in 
the Israeli cabinet who 
believed In exchanging land 
for peace. By streng t h enin g 
the power of the religious 
parties in the coalition, Mr 
Levy’s resignation will also 
halt the introduction of 
health and pension reforms 
- a cornerstone of Mr Netan- 
yahu's economic reforms. 

At worst, Mr Levy's resig- 
nation could threaten the 
viability of Mr Netanyahu's 
administration. His depar- 
ture - coming after that of 
otber cabinet members, 
including Benny Begin, the 
science minister, and Dan 
Meridor, the finance minis- 
ter - adds to evidence that 
Mr Netanyahu’s government ■ 
is imploding. 

The prime minister acted 
to scotch such rumours yes- 
terday, saying his priority 
was to stabilise the govern- 
ment He refused to call new 
elections, saying: “I am con- 
fident we can remain in 
power until 2000.” 

That will prove easier said 
than done. True, he has sur- 
vived many no-confidence 
votes and several scandals in 
bis 19 months in office. But 
after the body blow dealt by 
Mr Levy’s resignation, he 
wffl find it difficult to stabi- 
lise a government composed 
of a diverse group of nation- 
alists, ultra-Orthodox, immi- 
grant parties and pragmatic 
Likud members. 

With bis majority reduced 
to two. he will be even more 
beholden to the ultra-Ortho- 
dox parties. They have 
squeezed as much as possi- 


Judy Dempsey on the 

latest crisis facing 
Israel's prime minister 



ble from him by securing 
extra funding in this year’s 
budget, which is aim ed at 
reducing spending by 
Shk2.3bn ($39im). Finance 
ministry officials say the 
concessions granted have 
cost the treasury more than 
Shklbn. 

The Finance Ministry fears 
the religious parties will con- 
tinue to support Mr Netan- 
yahu only on condition that 
he meets their demands for 
more spending on religious 
schools and housing. “The 
last thing Netanyahu wants 
is any of his coalition part- 
ners to rock the boat," says 
one official. From now on. *T 
think extreme caution will 
dictate his economic policy." 

Mr Netanyahu, however, 
remains committed to cut- 
ting the budget deficit to 2.4 
per cent of gross domestic 
product this year. "But this 
will be very diffi cult to meet 
if the economy continues to 
slow down," says the official. 
The pressure On maintaining 
a tight fiscal policy will be 
enormous because his coali- 
tion partners will demand 
more spending no matter 
what” 


Such pressure may be as 
nothing compared with that 
building around the stalled 
peace process. Progress has 
come to a virtual standstill 
since Mr Netanyahu was 
elected in May 1996. Nation- 
alist parties in the coalition, 
will now press their advan- 
tage by blocking any sub- 
stantial Israeli troop with- 
drawal from the West Bank, 
according to Likud deputies 
and Palestinian officials. 
This will add further to 
Washington's frustration at 
lack of progress. 

“We have seen how Wash- 
ington has had little influ- 
ence on Mr Netanyahu,” 
says Saeb Erekat, one of the 
chief Palestinian peace nego- 
tiators. 

Palestinians also worry 
that the resignation of Mr 
Levy, one of the cabinet's 
relative “doves", will encour- 
age settlers to oppose the 
long-overdue second Israeli 
pullback from the West 
Bank. They are expected to 
find support from Ariel Sha- 
ron, the hardline infrastruc- 
ture minister. Yesterday he 
appeared to confirm Pales- 
tinian fears by saying the 


redeployment should be 
“greatly limited". 

With pressure from the 
religious and nationalist par- 
ties expected to increase, ft 
will be left up to the less 
ideological, more pragmatic 
coalition members to save 
tiie peace process, says Abra- 
ham Diskin, political science 
professor at the Hebrew Uni- 
versity. That could mean 
quitting the government and 
calling new elections, he 
argues. 

•The moderates are led by 
Yitzhak Mordechal. the 
defence minister, Avigdor 
Kahaiani, the. internal secu- 
rity minister and leader of 
the Third Way party, and 
Michael Eitan, the science 
minister. 

Mr Eitan recently pro- 
posed a new political align- 
ment consisting of the oppo- 
sition Labour party and 
liberal Likud members. The 
new alignment, he 
explained, would form a cen- 
tre block that would margin- 
alise the religious and 
nationalist parties. It would 
also create a political group- 
ing with sufficient popular 
support to press ahead with 
the peace process. One Likud 
deputy said many of his col- 
leagues favoured a national 

tiTii Ly ^ 

But the point fbr action 
has not yet been reached. 
Yesterday, in spite of some 
abstentions, Likud deputies 
backed Mr Netanyahu’s bud- 
get, suggesting the liberals 
are not yet ready to quit the 
government 

If the Likud coalition is 
not quite ready to crack 
from within, much could 
depend on Ehud Barak, 
leader of the Labour party. 
Mr Barak - sparred on by 
his own standing well ahead 
of Mr Netanyahu in opinion 
polls - greeted Mr Levy’s 
resignation with calls for 
prime ministerial elections. 
Others in the Labour party 
want to woo rebel Likud dep- 
uties over to a national 
unity government arguing 
that only thus could the 
peace process be rescued. 

'This is the most difficult 
political crisis Netanyahu 
has faced,” says Mr Diskin. 
The prime minister has 
proved adept at surviving. 
But the coming weeks will 
be a severe test even for 
him. 
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Credit judgment not 
possible if market 
discipline is lost 


Prom Prof Richard Dale and 
Prof Steve Thomas. . 

Sir, Your leader “Over- 
rated agencies" Otecember 
24) takes credit rating agen- 
cies to task for their alleg- 
edly poor performance in 
predicting the Asian debt 
crisis. You also condemn 
“absurd reliance of investors 
on questionable Judgments 
by credit rating agencies" 

On the first point, it is 
surely obvious that financial 

mqrfrgfo rqnnn t Operate. . 

effectively without transpar- 
ency. At the institutional 
level we now know that 
Yamaichi Securities has hid- 
den offshore liabilities, that 
Japanese banks' bad debts 
far exceed disclosed levels 
and that foreign borrowings 
by Asian entities are fre- 
quently off-balance sheet At 
the country level it tran- 
spires that South Korea’s 
short-term foreign currency 
debt is nearly twice the level 
previously revealed. In the 
absence of full balance sheet 
disclosure, both by institu- 
tions and countries, market 
discipline is lost and 
informed credit judgments - 
whether by credit rating 
agencies, institutional inves- 
tors or bank lenders - 
becomes impossible. 

Furthermore, your leader 
“This year’s Basle models" 


(January 2> appears to con- 
tradict ihe view that the 
market refies too heavily on 
credit rating agencies. You 
make a strong case for the. 
regulatory recognition of 
credit risk models as an 
alte rnativ e to the standard 
8 per cent Basle capital - 
requirement for loans, but 
since these models rely 
largely on credit ratings, any 
such move would necessarily 
increase, not reduce, the role 
. of credit rating agencies in 
the allocation of funds. 

Finally, your claim that 
credit rating agencies are 
"accountable to no one" is 
true only in the sense t hat 
the Financial Times and its 
leader columns are account- 
able to iso one. But, just as 
the FT must command the 
respect at its readership, so 
must credit rating agencies 
earn credibility in the 
marketplace if they are to 
sell their services. What bet- 
ter accountability is there 
thaw thii? 

Richard Dale, 
professor Of international 

banking 

ana ftnannial institutions, 
Steve Thomas, 
professor of financial 
markets. 

U n i v e rsity of Southampton, 
Southampton S017 1BJ, UK 


Deep well would make 
lending problem worse 


From Mr Dadd Peterson. 

Sir, According, to George 
Soros, the “international 
financial sy stem is suffering 
a systemic breakdown** 
(“Avoiding a breakdown^, ■ 
December 31). Indeed, the ~ 
“prevailing system of inter-.- ■ 
national lending is funda- 
mentally flawed”, be contin- 
ues: The creditor dass ' 

moves “in a herd-like fash- - 
ion" to maximise Its profits 
and -minlmigp fte risks. 
Therefore, the “private Sec- 
tor is ill-suited to allocate - 
international credit", and is 
"notoriously inefficient". 

What is more, whenever 
dramatic losses occur - like 

the Latin American debt cri- 
sis of the early 1980s, or the 
Mexican meltdown of 
1994-95, or the currency and 
financial turmoil now 
engulfing the east Asian 
economies - only the debt- 
ors mud up being punished. 
The creditor class winds up 
being protected from the 
worst of the worst, and 
bailed out time and again. 

For these reasons, Mr 
Soros "believes “international 
capital movements need to 
be supervised and the alloca- 
tion of credit regulated by an 
international authority". 
Which isn’t a bad idea - 
though still woefully inade- 
quate. If, as he maintains, 
the phenomena that we are 
witnessing in the east Asian 
economies really are sys- 


~ temic to nature, then I'm : . .. 
afraid that enhanced regula- 
tion of international capital ■ 
move men t s will prove a ship 
gap measure attest. More 
radical surgery is called for. - 

Surgery that cuts atf-the- . 
way to the root of thesys- r 

tem. BoL that Aside, wfa^ ... 

does Mr Saras fcimrielf prd- 
pose? Well; in<redftJy;-h# ' 
proposes the establishment . 
of ah “international credit ' 
insurance corporation as 'a 
sister institution fo tlw" " - i 
IMF". That’s right,- a “hatr 
authority [that] would guar- 
antee international loans far 
a modest foe”. A kind of 
global insttraocefundthat 
creditors could draw qpoh ■'* 
whenever' tens- or huhdfods- 
of-bfllions of dollars go tip. 
the chimney in smoke. 

Thechairmanaf Soros;- 
Fund Management and the' .. 
Open Society Institute wffl: 
have to correct rite if 
missing something. But ty 
di g gin g the bailout well deep 
enough to put out even the - 
largest of today's global V 
finanmiT fires; - wouldn't Mr ! 
Soros' proposal encourage 
exactly the same sins /-• . 
against sound lending prac- _ 
tices that he spent the first / 
two-thirds of his Personal . 
View wanting against? : 

David Peterson, 

;9401 S. Springfield Ave,'. 
Evergreen Park; 

Illinois 60805, US 


Back benchers with the whip hand 


From Mr Richard Barry . 

Sir, Oliver Morton’s idea of 
“Push button democracy" 
(December 29) seems so radi- 
cal it Is hard to see how it 
could gain remotely enough 
acceptance to be imple- 
mented - bearing in mind 
how most of us hate change. 
In the 1930s, however, a 
political scientist called 
Thomas White (working. I 
think , at the London School 
of Economics) suggested 
what could be an intriguing 


- and perhaps more practi- 
cable - first step towards the 
"people’s democracy” Mr 
Morton has in mind. 

White suggested that all 
votes in the Commons 
should be by secret ballot 
Whips would become redun- 
dant as power was trans- 
ferred to back benchers. 
Even so, it would still be 
worth being in government 
rather than in opposition, 
because the government 
would retain the privi- 


lege/duty of setting the 
agenda. But to get a bill 
passed would require high 
quality debate instead of the 
present yahoo process that . 
engenders such contempt 
among us public. 

If White’s concept worked 
- on, say, a five-year trial - 
then one might be more opti- 
mistiq about Morton’s. 

Richard Barry, 

10 Bam OIL 
Stamford, Lines. UK 


Abolition ; 

Prom Mr Daniel Beam. 

Sir, With reference to “A . 
relic of cruelty" (January 
3-4), may I suggest the aboli- 
tion of Michael Thump- . 
son-Noel on the basis of . 
inhumanity to FT readers 
who have to endure bis ill- 
inf armed, self-righteous^ 
twaddle? 

Daniel Sevan, 

Campden Ashes, 

Spring Hill , ' 
Moreton-in-Marsh, 

Gtos GL66 9TW, UK - * r 


While the strong pound is hurting UK ; 
manufacturers, the service sector is booming 

Quick, quick, slow 


Y ou could call it two- 
speed Britain. In the 
past decade the 
divide was between 
north and south. Now it lies 
between manufacturing, 
afflicted by sterling’s 
strength, and services, 
where helter-skelter expan- 
sion shows only modest 
signs of restraint. 

In theory they belong to 
the same economy, but they 
might as well be located in 
different countries. One sec- 
tor talks of cuts in jobs and 
investment, of profit mar- 
gins squeezed to protect a 
share of export markets. The 
other speaks of growth so 
rapid it Is leading to wage 
pressures, recruitment diffi- 
culties and poaching of staff. 

In the UK’s industrial 
heartland the two sectors sit 
side by side but the eco- 
nomic gap Is wide. Fifteen 
minutes drive from some of 
the worst unemployment 
blackspots in the West Mid- 
lands. the county's newest 
job centre has an tinuKiifll 
problem. While its local 
counterparts face a stream 
of job cuts among manufac- 
turers, the Jobshop at the 
National Exhibition Centre 
in Birmingham opened last 
month to meet a seemingly 
insatiable demand for 
part-time workers. 

The NEC faces wage bills 
rising by 10 per cent for 
part-time workers, but man- 
ufacturers exhibiting at its 
trade fairs talk of cutting 
wage costs to compete inter- 
nationally. "We have to 
work harder to find the num- 
bers, in particular with some 
experience bn the catering 
side," says John Cole, the 
NEC Group’s marketing 
director. “That means wak- 
ing harder to improve our 
s kills at recruitment and 
advertising - even though 
we have this extraordinary 
situation where the unem- 
ployment rate remains stub- 
bornly high." 

Competition for part- 
timers is pushing up recruit- 
ment and labour costs for 
employers in the leisure sec- 
tor. “Although salaries are 
higher than they have ever 
been, the industry is still 
recognised as not being the 
highest of payers. ” says 
Clive Stone, managing direc- 


tor of Reddiffe Catering in 

Birmingham- “But we are 

also the fastest growing sec- 
tor and need more people 
than virtually any other seg- 
ment of the economy. 

“So we are seeing a lot 
more movement in person- 
nel because people are confi- 
dent there are other posi- 
tions they can walk into. 
And when you start losing 
people, re-employing others 
means expensive advertising 
and recruitment agencies." 

The contrast with the 
region’s manufacturers 
could scarcely be more stri- 
king. The overriding concern 
of most manufacturers, 
which still employ 30 per 
cent of the workforce, is to 
drive down wage costs - and 
staff levels - to cope with 
the pound’s strength. 

At Sterling Tubes in the 
Black Country, which 
exports about three-quarters 
of its steel tubes, the impact 
of the strong pound has 
already cut 30 jobs from a 
workforce of 175 at one 
plant. “Initially we were say- 
ing sterling’s rise was not of 
serious concern,” says Bill 
Good, manag in g - director. “In 
spite of the speed of its rise, 
we actually stayed with our 
customer base and cut our 
margins to sell in local cur- 
rencies at competitive 
prices.” 

Sterling Tubes, part of the 
Scandinavian group Sand- 
vtk. is buying more supplies 
from overseas to hedge its 
currency costs. But the com- 
pany is alarmed at the gov- 
ernment’s interest rate pol- 
icy. “Interest rates are the 

‘Interest rates are 
the only tool they 
have got to tackle 
inflation, which 
drives me 
demented. The 
manufacturing 
sector is taking 
the full brunt* 
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only tool they have got to 
tackle inflation, which 
drives me demented," says 
Mr Good. “It is the manufac- 
turing sector in the UK econ- 
omy - and my workforce - 
that is taking the full brunt 
of the anti-inflationary 
policy" 

Every region has problems 
with the strong pound, hi 
north-west England, Turbo- 
sider UK, a Warrington- 
based manufacturer of steel 
construction products, has 
seen the high pound wipe 
out prospects in France and 
east Asia. “We will be better 
off importing goods from 
Europe and selling those, 
but it isn't helping the econ- 
omy and it’s cutting the legs 
off people in the UK making: 
the same products,” says 
James Dwyer, managing 
director. Staff have been, cut 
from 45 to 37. 

Setting interest rates for 
two-speed Britain has clearly 
been a tough task for the 
Bank of England’s monetary 
policy committee. A slow- 
down is forecast but it will 
be harder to achieve a “soft 
landing" if one wing of the 
economy is slanted hi gher 
than the other. 

Furthermore, north-south 
aspects of the economy per- 
sist. The south-east is secur- 
ing more jobs In high-valne 
sectors such as professional 
and financial services, while 
the north's biggest gains are 
in part-time and lower-paid 
employment In, sales, cater- - , 
ing and hotels. If the econ- 
omy overheats, it may be 
seen first in the capital, 
where the London Chamber 
of Commerce and Industry 
forecasts that earnings will 
grow by 6 A per cent in 1998, 
potentially threatening the 
government's 2.5 per cent 
inflation target. 

The two-speed economy is 
seen even in the Thames 
Valley, a cauldron of high: 
technology growth. “People 
keep phoning me to say how 
horrible it la because of the 
strong pound.” says Mark 
Shannon, policy manager at 
Thames Valley Chamber of 
Commerce. In this area, 
however, the difference is 
between rapid growth in 
ma nu facturing and even fas- 
ter growth in services. 

Unemployment in some 


parts is as low as L4 per 
cent, but still the jobs keep 
coming. US software giants 
Microsoft, Computer Associ- 
ates and Oracle plan to hire 
a further 2,000 staff by l999. 
Wage increases of up to JO 
per cent are reported for 
information technology jobs, 
and up to 6 per cent , for 
other Jobs. Poaching has 
returned for tbe first time 
since the 1980s and there are 
signs of some companies 
passing on wage rises in 
prices. ■ - - 

Some employers are bus- 
sing people into the valley. 
Legoland Windsor, the 
theme park, hired 10 per 
cent of its staff; from abroad. 
“Towards the aid of last sea- 
son when we couldn’t rely 
on students it was difficult 
to get staff We were bring- 
ing them in from a long 
way," says Joanna - Oswin, 
marketing manag er. 

In London. maniifa iiLuiing 
exports are down but ser- 
vices are expanding : £5.6bn 
worth of arts, heritage, sport 
and leisure projects - are 
planned or under way, a big- 
ger bout of development . 

than In the 1980s. -Terry 
Harding, research analyst at 
the London Chamber, 
believes the capital is better 
placed to cope with growth 
because it is as much part of 
an international economy.^ 
a national one and rain draw 
oh overseas resources. For 
example, ABN Amro, the 
Dutch bank, flies in dealers 
from Amsterdam daily. 

Inflation is a .worry 
because of earnings 
increases: But, says . Mr 
Harding, “i don't think Lon- 
don will overheat in 1998.” 
London and the southeast 
account for nearly a third of 
UK gross domestic product 
and such Is the region's role 
as a motor of onpanslnn that 
the rest of Britain must hope 
he is right. Two-speed 
growth is one thing.- A'two- 
speed recession would be 
quite another. 

Brian Groom 
Richard Wolffe 

Additional reporting ' &K 
Sheila Jones - and Juliette 
JowiL 
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Come clean, 


Last week's 'massacres in 
Algeria appear to have teen the 
worst in six years of violence. 
Local newspapers say more that 
400 people were killed during 
the night of December 30-31. and 
up to 850 over the past two 
weeks. They also give horrific 
descriptions: women, children, 
and old men killed with axes 
and sabres, then mutilated, 
sometimes beheaded or dismem- 
bered; babies smashed against 
walls; and so on. 

Maybe the numbers are exag- 
gerated - those given officially 
are much lower. If so, th e exag- 
gerations most be inspired or at 
least encouraged by people in 
positions of power. Algerian 
papers are far from being free to 
print whatever they like. 

The outside world remains 
strangely impassive about these 
appalling atrocities on Europe’s 
doorstep, mainly because its col- 
lective mind is Hi-informed and 
confused. No one is sure who to 
blame, what to demand, or what 
action to take if demands are 
ignored. No Dane wants to 
reward or encourage such activ- 
ities by reacting as the perpetra- 
tors wish, but even that is hard 
to avoid so long as it is unclear 
who the perpetrators really are. 

The official response is that 
these massacres are the work of 
Islamic extremist terrorists, 
against whom Algeria is enti- 
tled to expect support from all 
civilised countries. That 
response has the merit of being 


Chinese lessons 


There were some advantages in 
last June’s handover of Hong 
Kong to C hina, business people 
thought One was that compa- 
nies in Hong Kong would find it 
easier to enter the Chinese mar- 
ket. But China remains a hard 
nut to crack. Recent events 
should serve as a lesson that 
being located in Hong Kong 
brings no guarantee, of success. 

Hong Kong’s stock, market 
boomed in the months leading 
up to the handover. The Hang 
Seng rose some 13 per cent in 
the first six months of 1997. 

Part of the reason for this 
optimism was the hope that the 
return of Hong Kong to China 
would improve the business 
links between the two. Compa- 
nies thought that by locating in 
Hong Kong, they could take 
advantage of the growth oppor- 
tunities in China, whilst enjoy- . 
mg the protection of Hong 
Kong’s weD-regulated business 
environment 

Red -chip companies - the 
Hong Kong arms of mainland 
companies - were, . it was 
thought particularly well- 
placed to take advantage of 
their connections. The mainland 
parents were also expected to 
inject assets into their new off- 
spring. 

However, contagion from the 
Aslan crisis, and a shortage of 
the hoped-for asset injections, 
burst this bubble. The Hang 
Seng index has Mien by 23 per 
cent since the beginning of Sep- 


tember, with red-chips down 
more than 50 per cent. 

And two recent instances of 
problems between Hong Kong 
companies and their Chinese (or 
Chinese-backed! business asso- 
ciates have cast doubt on the 
view that Hong Kong is a privi- 
leged place to conduct business. 

Last week, a Hong Kong com- 
pany, Xin Hub Estate Limited, 
defaulted on.<a purchase of new 
offices from* the property group 
Pearl Oriental. Xin Hua, Pearl's 
shareholders were told, was 
backed by the official Chinese 
news agency Xinhua. After the 
default, though, Xin Hua denied 
that it had any such connection. 
Pearl Oriental, left with a hefty 
loss, is now suing. 

And yesterday, another failed 
deal left China Entertainment 
Television Broadcast on the 
brink of bankruptcy. The com- 
pany had agreed to take on a 
number of mainland partners, 
that had promised to use their 
connections to win CETV a 
licence to broadcast in China. 
But several delays later, the 
potential investors pulled out 
CETV was relying on the deal; 
it has now laid off half its 
staff. 

Hong Kong is still the test 
location for companies seeking 
to get involved in China. But it 
cannot protect them from the 
vagaries of the' Chinese market 
Doing business in China will 
remain a high-risk occupation 
for some time to come. 


UK defence 


gjc , h» r ‘‘ . 


The British government's 
strategic defence review is 
entering its most intense phase, 
in which the Ministry of 
Defence will thrash out “force 
structures" necessary to meet 
foreign policy goals: a strong 
role In Nato and the UN. main- 
taining European security and 
responding to events in the 
Gulf. Middle. East and north 
Africa. 

George Robertson, the defence 
secretary, has made the process 
highly ■ consultative. Except for 
an unwise ring-fencing of the 
nuclear deterrent and Euro- 
fighter. the review seems an 
honest attempt to consider with- 
out prejudice Britain's 21st cen- 
tury defence, needs, to which 
service chiefs are responding 
constructively. " 

The groundwork has been 
done for the radical approach 
which is needed. Several factors 
dictate a re-ordering of defence 
spending after deep post-cold 
war cuts. The mission has 
changed, but the shape of the 
armed' forces has yet to catch 
up. Almost all future military - 
actions are likely to be in coali- 
tions with allies. Britain needs 
to focus on the strengths it can 
provide to multinational expedi- 
tions, and on deploying' them 
j rapidly r which it is not cur- 
reatiyequippedto do. . . • 
Improved transport capability 
can- be balanced' by. leaving 
behind legacies of the past, such 
as the permanent .presence of 
28,000 troops in Germany; which 
Tan boYsubstanttally reduced. 


The outstanding order for 386 
Challenger 2 tanks may need re- 
visiting.' if there are fewer 
armoured regiments to equip. 
While keeping 17,000 troops in 
Northern Ireland seems 
unav oidable for the time being, i 
the government could look at 

the cost ctf supporting Britain’s 
13 remaining dependencies. 

Britain's £21 bn defence bud- 
get, at .2.7 per cent of gross 
domestic product, is just above 
the £3 per cent Nato average. 
But. there is more scope for 
savings. Ministers should con- 
sider whether there would be 
benefits in accelerating the 
gradual trend towards integra- 
tion of the services, going fur- 
ther than the modest pooling of 
helicopters likely to be consid- 
er (Lit is m procurement that 
spending has teen most waste- 
ful Steps taken to streamline 
the process are to be welcomed. 
But Mr Robertson's spirit of 
partnership, which industry has 
embraced so willingly, must not 
become a step back to excessive 
cosiness. 

. European governments will 
get true value for money only if 
they speed up efforts to co- 
ordinate procurement, and if 
industrial conkilidation leads to 
genuine slimming of capacity. 
That would mean the end of 
arms contracts as jobs pr o- 
grammes: The European, 
defence industry’s survival 
must he assured by the ability 
to sell high-quality products 
globally, and not by the pork 
barrel.. 


Why banks are dangerous 

Martin Wolf argues that rules governing commercial banks need 
radical change to strengthen the global financial system 


clear, but is so self-serving that 
few believe it can be the whole 
truth. , 

Many observers t hink the 
regime itself must have a band 
in the violence, which serves to 
justify its continuance in power 
and its exclusion of Islamists 
from the political process. The 
shadowy “armed Islamic 
groups" are known to be at odds 
with the more moderate Islamic 
Salvation Front (winner of the 
aborted elections six years ago), 
and are widely assumed to have 
been infiltrated, if not created, 
by the regime's military secu- 
rity apparatus. 

Yet that explanation is not 
fully convincing either. The 
atrocities hardly serve the 
regime’s interest, since they 
make nonsense of Its claim to 
have achieved stability. Indeed, 
its failure to protect the popula- 
tion from such acts is now seri- 
ously undermining its credibil- 
ity both at home and abroad. 

The least it can do now is 
accede to the growing demand, 
voiced in particular by Mary 
Robinson, the UN's human 
rights commissioner, for impar- 
tial external investigators to be 
given full access so that respon- 
sibility for the massacres can be 
established as clearly as possi- 
ble. The longer it refuses that 
demand: the more it brings sus- 
picion on itselt and the more 
uncomfortable investors must 
feel doing business with the 
generals in Algiers. 


Banks - can we 
trust them? Indi- 
vidually and. even 
more so. collec- 
tively, banks are a 
menace. With 
hanking crises lay- 
ing waste east 
Asian economies 
and the banks of advanced coun- 
tries once again implicated, it is 
time to think the unthinkable. 

To people in the west, question- 
ing banks may seem heretical. 
Yet, if they believe their banks 
are robust, it is only because 
memories are short. They forget 
the developing country debt cri- 
sis of the 1980s, the US savings 
and loans debacle, the property 
lending crises of the late 1980s 
and early 1990s in the UK and 
US, the Scandinavian banking 
crisis and the Japanese bubble. 
The list of recent disasters is 
breathtaking. 

Now, again, financial rescues 
are being orchestrated by the 
International Monetary Fund on 
behalf of the Group of Seven 
leading industrial countries. The 
motivation for these packages 
has as much to do with saving G7 
financial Institutions (particu- 
larly Japanese banks; as helping 
borrowers. Moreover, if western 
banks are. for the moment, in 
passable shape, the same cannot 
be said of those in Asia. In many 
of these countries the banking 
system may now be insolvent 
Why are banks so fragile? The 
answer is that their underlying 
structure is not just susceptible 
to disaster, but a cause of it Gov- 
ernments respond to crises by 
assuming much of the risk, 
thereby encouraging banks to 
behave still more dangerously. 

Commercial banks support a 
mountain of risk on a slender 
capital base. The bulk of their 
liabilities is redeemable at par 
and on demand, with depositors 
regarding their money as per- 
fectly safe. Yet bank assets are 
subject to market risk (changes 
in asset values), credit risk (insol- 
vency of debtors) and settlement 
risk (breakdown in the payment 
chain). With international lend- 
ing, there is foreign exchange 
risk (changes in exchange rates) 
and transfer risk (inability to 
obtain foreign exchange). 

Banks are also susceptible to 
political risk and risk of fraud. 
They are honeypots for govern- 
ments promoting favoured 
investments and far businesses 
trying to do the same. People rob 
banks, because that's where the 
money is. Better-connected 
people want to control them for 
much the same reason. 

Banks also exacerbate macro- 
economic instability. In good 
times, credit expansion raises 
asset prices and enhances eco- 
nomic buoyancy. As property 
prices are bid up, the quality of 
collateral looks excellent and it 
seems safe to lend yet more. In a 
downturn, the engine goes into 
reverse: the value of collateral 
collapses, bad debt increases and 
credit contracts. A bank failure 
threatens the banks that have 
lent to it. Customers may flee to 
safety. At worst, many argue, 
much of the financial system dis- 
appears. the money supply col- 
lapses and the economy slumps. 

Over time policy innovations 
were introduced to deal with the 
various threats. Central banks 
provided liquidity by becoming 
lenders of last resort; deposits 
were insured; and monetary pol- 
icy was aimed at economic stabil- 



ity. Unfortunately, the govern- 
ment support increases the incen- 
tive for banks to take risks. An 
Inevitable consequence was 
greater regulation. 

Unfortunately, these remedies 
are made considerably less effec- 
tive with international lending. A 
central bank cannot be a lender 
of last resort in a foreign cur- 
rency. Neither can its govern- 
ment insure foreign currency 
deposits. Moreover, as banks lend 
abroad, the job of the regulator 
becomes still more difficult, pre- 
cisely as its charges assume sig- 
nificant new risks. 

The east Asian crisis has dis- 
played virtually all the possible 
calami ties. But if banks are so 
dangerous, what can we do to 
make the financial system safer? 

The days when banks were the 
only way to make payments or 
provide liquidity in a form more 
useful than cash are gone. Other 
payment systems exist. An ever- 
wider range of financial services 
can be supplied electronically. As 
for their once valuable joh of col- 
lecting people's savings for 
investment, that function can be. 
and increasingly is. performed by 
securities markets. 

So how could we replace banks, 
or at least avoid having to under- 
pin them with explicit and 
implicit government guarantees? 
One radical suggestion is to sepa- 


rate narrow from broad banks. 

A narrow bank would supply 
liquid assets and manage the 
payment system. It would invest 
in safe short-term securities, 
such as treasury bills. It would 
earn some money from its assets, 
but would probably have to 
charge its customers for services 
they have hitherto received free. 
The liabilities of narrow banks 
would be safe. Governments 
could even guarantee them, but 
would not need to do so. 

Then there would be broad 
banks. These would look much 
like they do today, with one cru- 
cial difference: they would oper- 
ate without government support. 
Ideally, there would be no lender 
of last resort. 

This distinction would cut the 
Gordian knot of bank subsidisa- 
tion and regulation. But. like 
many neat and attractive solu- 
tions, it leads to some tricky 
problems. In particular, broad 
banks could readily recreate the 
instability we know today. 

Most of the time, broad banks 
could offer customers more 
attractive terms than narrow 
banks, because they would be 
more profitable. When the econ- 
omy was buoyant people would 
put more of their money into 
broad banks, which could then 
create more credit When (and if) 
panic came, broad banks would 
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Embassy 

filter 


■ It's 22 years since American 
'•'di plomat s abandoned their 
Saigon embassy in the closing 
•min utes of the Vietnam war, 
clambering into helicopters 
perched on rooftops. Now 
they’re back, fitting out Unde 
Sam’s hew consulate In what’s 
officially eaifcd Ho Chi Afinh 
City, arid their return is 
beginning to look just as ' 
ungainly as their exit 
- Three weeks ago, customs 
qffjpfala blocked a container load 
of office equipment for the 
consulate, insisting on 
inspecting the contents. The 
Americans dalmed diplomatic - 
immunity: the Vienna 
Convention says host 
governments may not inspect 
'diplomatic shipments unless 
“tilth good reason". 

Vietnamese customs, it seems, 
have not given any reason. Some 
suspect the notoriously corrupt 
service may be.lookmg for palms 
to be greased. 

Last week, the Americans 
relented and allowed the 
inspection, hoping that would 
mate Me easier. Fat chance. 
Customs yesterday blocked a' ' " 

wcpfl d container cl aiming that 

the documentation was not in 
order. Three more containers are 
-due at the port of Saigon within 
days, carrying telephones. 


carpets and three 1,0001b. 
bullet-proof security doors. US 
officials fear more interference. 

The Americans left mountains 
of just this sort of kit behind 
when they abandoned their 
embassy compound in 1975, to be 
looted by North Vietnamese 
troops - right down to the last 
photo of then-president Gerald 
Ford. As one exasperated US 
official put it “Maybe we should 
just ask the Vietnamese to 
r etu r n the old stuff" 


Jester bit of fun 

■ You can ten that the political 
situation in Germany is getting 
serious. With a general election, 
due in September, a bit of 
repartee is creeping into the 
normally cumbersome tripartite 
spats between the government, 
industry and unions. 

It all started routinely enough 
when Norbert Blum, the jauntily 
diminutive employment minister 
- who’s shared 15 years in office 
with bulky chancellor Helmut 
Kohl - attacked companies for 
not hiring enough people. 
Hans-OLaf Henkel the head of 
the Industry federation and a 
ceaseless advocate of more 
flexibility and lower costs, 
likened left-leaning BlOm to a 
court jester, free to say whatever 
he pleased. 

This woke up the IG Metall 
trade union, which observed 
that jesters were clever souls 


who cloaked unpalatable truths 
in wit and irony. Henkel the 
union said, could have taken a 
different role at court in his 
demands for more local pay 
deals - like a eunuch, 
“presumably, he knows how It's 
done, but thank God, he doesn't 
have to do it*. 

All no doubt very diverting for 
the German public, in need of 
some light relief from Boon’s 
political deadlock which they 
aren't finding very funny: it did. 
after all deny them the chance 
of lower taxes. 


Pitch and putt 

■ Lien Chan's only regret is 
that he has but one pair of 
hands to give for his country. 
Life is tough in the rough, 
especially if you happen to be 
the vice-president of a pariah 
state like Taiwan. 

Barred from meeting leaders 
of state in conventional venues, 
Lien was forced to be creative 
over the festive season. While 
his wife shopped and visited 
charities in Singapore, Lien 
indulged in a spot of “vacation 
diplomacy" - four days of 
non-stop golf on the swankiest 
links in the island state with 
senior minister Lee Kwan Yew, 
prime minister Gota Ctaok Tong, 
president Ong Teng Cheong and 
a handful of cabinet minis ters. 

“It's a pleasure to play one 
game, but it's torture to play 


every day," lamented the 
vice-president, who's nursing 
blistered and aching hands. 


Put to flight 

■ Meet publications take care 
not to tread on their owners' 
toes, though that can be tricky 
when there's more than one pair 
of feet in the way. Gulf Air - 
owned by Oman, Abu Dhabi 
Bahrain and Qatar - has got 
into hot water over the January 
issue of its in-flight magazine 
Golden Falcon, 

It probably seemed like a good 
idea to tell travellers about the 
Ha war Islands in the Persian 
Gulf - the beaches, the new 
resort hotel and the chance to 
see socota cormorants, sooty 
falcons and western reef herons. 

But Qatar and Bahrain have 
been at loggerheads over the 16 
islands for years. Bahrain is in 
control but Qatar claims them 
and the whole thing is in front of 
the International Court of 
Justice at The Hague. 


Blown up 


■ The world appears to be 
running out of names for storms, 
to judge from the tempest 
heading for the Pacific island 
group of Wallis and Futuna. Is 
anyone really going to feel 
menaced by the arrival of 
Cyclone Ron? 


• Ma tching the value of liabili- 
ties to that of assets. 

The first of these proposals has 
been advanced by Bert Ely, a 
banking consultant in Washing- 
ton. Its big attraction is that 
banks would only guarantee 
institutions they believed were 
sound. A question, however, is 
whether banks would be able to 
meet their liabilities in a panic 
and, if not. wbetber government 
would be able to let them fail. 
Sound banks might also be 
brought down by efforts to rescue 
failin g ones. The proposal would 
itself create some moral hazard 
and could further cartelise com- 
mercial ha nking . 

The second idea is the market- 
based route to regulation being 
followed by the Reserve Rank of 
New Zealand. If depositors can 
obtain information now available 
to regulators, they can do the 
monitoring. But if governments 
were not prepared to adopt a 
hands-off policy, market-based 
regulation would be ineffective. It 
might also be ineffective if depos- 
itors tried to protect themselves 
by diversifying their deposits, 
having failed to perceive the 
interconnections among h anks . 


U nder the third pro- 
posal banks would 
be closed before 
becoming insol- 
vent. George Ben- 
ston of Emory University has 
suggested higher capital require- 
ments, valuation of capital at 
market prices and “structured 
early intervention and resolu- 
tion". By this he means scrupu- 
lous monitoring of h anks with 
capital (equity, plus uninsured 
subordinated debt) of less than 10 
per cent of assets and mandatory 
recapitalisation, or liquidation, of 
banks with capital below 3 per 
cent of assets. 

The fourth proposal attempts 
to combine the virtues of narrow 
and broad banks within the same 
institution. Under the fifth pro- 
posal, bank deposits would no 
longer be valued at par, but 
might reflect the value of under- 
lying securities. Higher returns 
would be obtained on longer-term 
deposits, at the price of risk to 
the value of these deposits. 

These are not mutually exclu- 
sive solutions. The starting point, 
however, would be recognition 
that the delivery of vital 
day-teniay economic functions in 
institutions that transform 
long-term assets into cash is 
unnecessary and risky. Custom- 
ers may want safety, convenience 
and high returns. But they can 
have this only at the price of 
waste and economic instability, 
as risks are shifted to taxpayers 
and credit generates economic 
fluctuations. 

Narrow banking, to clear pay- 
ments and provide liquidity, 
along with broad banking, to pro- 
vide higher returns to depositors 
and finance longer-term invest- 
ment. seems attractive. But these 
broad banks would need tough 
rules on capital, marking of 
assets to market and transpar- 
ency. Alternatively, the risk 
inherent in the broad banks 
could be eliminated by making 
them more like mutual funds, 
matching returns and maturities 
for both assets and liabilities. 

East Asians, note. The days or 
banks that offered everything to 
everyone should end. The price 
they impose is not worth paying. 

Martin. WolfiaFT.com 
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suffer, and create, the disasters 
known from the era before mod- 
em central banking stabilised the 
financial system. 

But is it credible that a govern- 
ment might watch the disappear- 
ance of much of its banking sys- 
tem? Not very. The less credible 
this is, the more likely broad 
banks are to behave in ways 
requiring official assistance. 
Broad banks could then end up 
as cosset ted (and controlled) as 
today's commercial banks. 

The more probable government 
intervention is. the more impor- 
tant it is to insist on the sound- 
ness of broad banks. This brings 
back the need for regulation. 
This would be much the same as 
that required to strengthen 
today's commercial banks. If the 
pure “narrow bank" solution is 
little help, wbat are the other 
possible approacbes? At least five 
further possibilities can be envis- 
aged: 

• Replacing explicit or implicit 
government deposit insurance 
with cross -guarantees, under 
which banks insure one another. 

• Demanding greater transpar- 
ency. along with market-based 
regulation. 

• Imposing higher ratios of 
equity and subordinated debt to 
overall liabilities. 

• Matching the maturity of bank 
liabilities to that of assets. 
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100 years ago 

Brandy Monopoly In Russia 
SL Petersburg. 5th Jan. The 
introduction of a State 
monopoly of the sale of 
spiritous liquors, which is 
shortly to tike place, will 
entail the dosing of 363 
restaurants and several 
hundred wine shops in St. 
Petersburg. It is computed 
that it kIH have the result of 
throwing about 12,000 persons 
out of employment, and of 
raining many licensed 
victuallers by compelling 
them to give up their 
businesses and sell their stock 
at a loss. 

50 years ago 

Only 21 Hours To New York 
Advertisement: “Speedbird to 
New York, 21 hours. Seats 
available now from London 
Airport 5 times a week (3 via 
S hann on, 2 via Glasgow). Fare 
£80.15.0 single; £145.7.0 return. 
For full information on 
B.OA.C passenger and freight 
services, ask your nearest 
B.QA.C appointed travel 
agent. It’s a small world by 
Speedbird (British Overseas 
Airways Corporation)." 

Passenger Losses 
A loss of more than £800,000, 
or £60 per passenger, is shown 
in the report of British 
Overseas Airways 
Corporation for the year to 
.31st March last. 
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Insurance rates threat if 
severe weather continues 


By Brian Groom in London 
and David Owen in Paris 

More rain is forecast for 
western Europe today as the 
continent struggles to cope 
with ferocious Atlantic storms 
that have caused deaths and 
damage to property. 

Britain. France and northern 
Spain were the worst hit by 
the gales, which began at the 
weekend, but the impact was 
felt as far east as Poland, 
where electricity was cut off in 
eight districts of the south- 
eastern province of Krosno. 

Flooding was the main con- 
cern in Britain yesterday as 
torrential rain followed winds 
of up to 115mph. The storms 
claimed two lives over the past 
46 hours, tore roofs off build- 
ings and flooded homes. 

Hundreds of thousands of 
people were without power in 
the south-east, south-west and 
Wales after the wind brought 
down electricity cables. The 
storms have not so far been as 
lethal as the 1987 hurricane, 
which killed 19 people, but are 


Netscape 
shares fall 
on warning 

Continued from Page 1 j 

1994 with its Netscape Naviga- 1 
tor, was valued at more than 
S5bn. 

Netscape Navigator was the 
first commercial software to 
let personal computer nsers 
move around the internet 

But over the past 18 months 
Microsoft, the world's largest 
software company, has been 
offering its Internet Explorer 
browser which is free or ban- 
died together with Microsoft's 
popular Windows operating 
system. 

In October, the US Depart- 
ment of Justice charged Micro- 
soft with using its control of 
PC software to promote 
unfairly its Internet Explorer. 

Netscape indicated it would 
shortly abandon the charge of 
up to $59 a copy it levies on 
corporations buying its 
browser software. 

The company’s growth, 
unbroken since its foundation 
in 1994, went into reverse in 
the fourtb quarter. Sales, 
which were SISOm in the pre- 
vious quarter, sank to SL25m- 
5130m. the company said. 

It expected to make a net 
loss for the quarter jnst ended 
of $85m-889m, or 88-92 cents a 
share. 

That includes charges 
related to restructuring and 
two acquisitions. 

The company expects to 
make a net loss of S14m-S18m, 
or 15-19 cents a share. 

For the full year, Netscape 
expects a loss of about S113m- 
$U7m or S1.20-S1.24 a share 
after charges, on revenues of 
about S534m-$539m. In 1996, it 
recorded a net profit of 
$20.9 Im on revenues of S346m. 


the most severe since January 
1990. 

Insurance companies said 
the storms of the past few days 
were not enough to push pre- 
mium rates up. but that might 
happen if they were followed 
by severe weather, such as 
freezing conditions or snow. 

Companies would also take 
into account the growing fre- 
quency of such storms in 
recent years. 

The Association of British 
Insurers said the full cost of 
this week's weather was likely 
to be up to £S00m ($495m). The 
1987 hurricane cost £1.6bn at 
today's prices. 

Ironically. Britain needs 
even more rain before its 
recent drought can be offi- 
cially declared over. 

The torrents are helping to 
raise reservoir levels, hot only 
months of steady drizzle can 
restore underground supplies 
to anything like normal. 

France was hit by winds 
again yesterday. Conditions 
have been particularly severe 
in the west, where authorities 


on Sunday banned people from 
some coastal areas. 

Among the worst hit areas 
was the Quiberon pe nins ula in 
southern Brittany. The storm 
also cut links with Ushant and 
Motene islands, where at least 
600 tourists were said to be 
stranded. 

Strong winds at Paris air- 
ports forced Abdel-Halim 
Khaddam, the Syrian 
vice-president, and Farouq al- 
Shara, the foreign minister, to 
postpone by a day their arrival 
for talks with French leaders. 

Northern Spain and the 
Canary Islands have been par- 
ticularly affected. Three people 
have died since the storms 
began last Thursday. 

With a further 18 missing, 
feared drowned, fishing fleets 
have been confined to port. 

Belgium was not among the 
worst affected countries, but 
firefighters have been inun- 
dated with calls about 
uprooted trees, battered roofs 
and collapsed chimneys. 

Additional reporting by 
Emma Tucker m Brussels 


Kim vows to speed 
up labour reforms 


By John Burton in Seoul and 
John Anthers and Richard 
Waters In New York 

Kim Dae-jung, South Korea's 
president-elect, said yesterday 
he would try to speed up laws 
allowing job cuts at troubled 
finan cial institutions to attract 
foreign investors. 

His economic advisers also 
revealed plans for quick 
approval of laws that would 
accelerate the restructuring of 
the nation’s big conglomer- 
ates, or chaebol, as Korean offi- 
cials started negotiations in 
New York with the large US 
commercial banks taking the 
lead in plans to reschedule 
Korea’s overseas debt 

Inyong Chung. Korean 
ambassador for international 
financial affairs, spent yester- 
day morning at the New York 
offices of J.P. Morgan, where 
he met representatives of the 
banks that organised the roll- 
over of Korea's debt at the 
beginning of this month. It 
was the first direct contact 
between the Korean govern- 
ment and US bankers. 

US officials made clear they 
thought a long-term package 
negotiated with the private 
sector was necessary. Robert 
Rubin, the US treasury secre- 
tary. said Korea was on a "con- 
structive path” but added: 
“Creditors must work with the 
South Korean government and 
banks to convert short-term 
credits to long-term 
financin g." 

US banks have advanced 
several separate proposals 
involving debt exchange or 
sovereign bond issues. Most 
banks signalled last week that 
they wanted to agree a 


long-term restructuring by the 
end of this month to avoid 
having to roll over the debt for 
a second month. But it is 
understood it is now possible 
that short-term debt could be 
rolled over until the end of 
March. 

Foreign bankers in Seoul 
said rapid introduction of eco- 
nomic reforms would help this 
process, by persuading inter- 
national creditors that Korea 
was fully committed to the 
International Monetary Fund's 
SS7bn bail-out programme. 

Parliament was due to hold 
a special session beginning on 
February 2 to consider 
reforms, but Mr Kim said it 
should be brought forward to 
mid-January after he met 
George Soros, the interna- 
tional financier, who advised 
on ways to restore confidence 
among foreign investors. 

Mr Soros said investors 
would expect such reforms as 
financial restructuring and 
labour market flexibility 
before they decided to return 
to Korea's capital markets. 

The government plans to sell 
Korea First Bank and Seoul- 
Bank later this month, but few 
foreign bids are expected 
unless Korea changes rigid 
labour laws to allow job cuts 
at financial institutions. 

Mr Kim said there was no 
reason to delay passing such 
laws, while “we must hurry up 
with our reforms" to reduce 
foreign scepticism about 
Korea’s reform programme. 

He also wanted parliament 
to pass new laws on chaebol 
restructuring by the end of 
March that would force tbe 
conglomerates to sell marginal 
assets, his advisers said. 


Netanyahu 
defies split 
to carry 
budget by 
six votes 

Ely Avi Mach Its in Jerusalem 

Israel's weakened coalition 
government yesterday won 
parliamentary approval Tor its 
Shk207bn (S60m) state budget 
by six votes, passing its first 
test since the weekend resig- 
nation of David Levy, the for- 
eign minister. 

Mr Levy and his four depu- 
ties from the Gesher faction 
voted with the opposition 
against the 1998 budget, 
which was approved by 58 to 
52 votes. Mr Levy quit in pro- 
test at economic policies that 
be believes neglect the poor 
and at the coalition's foot- 
dragging on the Israeli-Paies- 
tinian peace process. 

In the nm-up to the budget 
vote. Benjamin Netanyahu, 
tbe prime minister, laboured 
to stabilise his rickety 
multi-party coalition of 61 
members in the 120 seat 
Knesset (parliament). 

In spite of tbe vote, analysts 
said domestic political turmoil 
would complicate new US 
efforts to revive the stalled 
peace talks and secure an 
Israeli troop withdrawal from 
the occupied West Bank. 

Mr Netanyahu is scheduled 
to meet Bill Clinton, US Presi- 
dent, in Washington on Janu- 
ary 20, to present Israel's posi- 
tion - still undecided - on the 
pullback. 

Yassir Arafat, president of 
the Palestinian Authority, will 
meet Mr Clinton two days 
later. Dennis Ross, US Middle 
East peace envoy, returns to 
the region today to prepare for 
the talks. 

Palestinian officials said 
they hoped the Israeli govern- 
ment would not use the 
domestic political crisis as an 
excuse to delay peace moves. 

Israel's coalition partners 
are bitterly divided over the 
troop redeployment After the 
withdrawal of Mr Levy - con- 
sidered a relative dove in the 
right-wing government - 
nationalist parties opposed to 
the pullback have been 
strengthened. 

Any of the seven factions 
and parties in the government 
could hold tbe balance of 
power. 

Ariel Sharon, tbe Infrastruc- 
ture minister, yesterday 
rejected DS demands for a 
“significant" troop with- 
drawal. and told tbe coalition 
any redeployment should be 
“greatly limited". 

Some members of tbe Likud, 
the party headed by Mr Netan- 
yahu, have proposed appoint- 
ing Mr Sharon to replace Mr 
Levy as foreign minister. This 
would give him increased con- 
trol over peace moves with the 
Palestinians. 

A Likud deputy said the fra- 
gility of the coalition would 
impede attempts at setting 
policy goals. 

Struggle for survival, Page 10 




Europe today 

Central and north-western Europe 
will be unsettled, with showers and 
mountain snow, but it will be less 
windy than recently, and there will 
be drier and brighter interludes. The 
south of France and most of the 
Mediterranean will be dry and mild, 
with sunshine at times, but showers 
are possible over southern Italy, and 
the north-west of the Iberian 
peninsula will become wet later. 
Southern Scandinavia will be 
relatively mild, with sunny spells and 
occasional rain showers, but 
northern Scandinavia and north- 
eastern Europe will have sleet and 
snow flurries. 

Five-day forecast 

High pressure will build across Italy 
over the next few days. This will 

keep the Mediterranean largely fine 

with some sunshine, but It will allow 
a mild and moist southerly airflow to 
develop across north-western 
Europe by Friday. North-eastern 

Europe will hava further snow 
flurries, but temperatures will be 
rather high for January. 

TODAY’S TEMPERATURES 
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Situation at midday. Tempers tuiiss maximum for day. Forecasts by PA WaatheiCentn 


Maximum Beijing Sim 1 

Celsius Belfast Rah 7 

Abu Dhabi Drztf 21 Belgrade Shower 12 
Accra Fair 32 Berlin Rain 6 

Ak*«s Fair 19 Bermuda Cloudy 22 

Amsterdam Shower T Bogota Thunder 21 

Athens Cloudy 17 Bombay Sim 33 

Atlanta Thunder 10 Brussels Fair 7 

B. Aires Fair 23 Budapest Shower 8 

S ham Cloudy B C.hagen Shower 6 

Bangkok Far 34 Calm Far 21 

Barcelona Sun 18 Caracas Sun 31 


Cardiff 

Casablanca 

Chicago 

Cologne 

Dakar 

Dallas 

Delhi 

Dubai 

Dublin 

Dubrovnik 

Edinburgh 

Faro 


Rain 9 
Fair 20 
Cloudy 4 
Rain G 
Fair 26 
Cloudy 11 
Fair 23 
Drzzl 23 
Rain 9 
Thunder 14 
Far 5 
Fair IB 


Frankfurt 

Geneva 

Gibraltar 

Glasgow 

Hamburg 

Helsinki 

Hong Kong 

Honolulu 

Istanbul 

Jakarta 

Jersey 


HnU s 
Shower 7 
Shower 19 
Rain 7 
Shower 7 
Snow 2 
Fair 20 
Shower 25 
Fair 13 
Fair 33 
Rain 9 


Johannesburg Rain 28 


Madrid 

Majorca 

Malta 

Manchester 

Manila 

Melbourne 

Mexico City 

Miami 

Milan 

Montreal 

Moscow 

Munich 


Fair 12 
Far 18 
Fair 19 
Sleet 5 
Cloudy 30 
Sun 22 
Sim 23 
Thunder 28 
Fair 12 
Cloudy 8 
Snow -1 




Rangoon 

Roykjavflt 

Rio 

Rome 

S. Frsco 

Seoul 

Singapore 

Stockholm 

Strasbourg 

Sydney 

Tangier 


Constant improvement of our service. 
That s our commitment. 


Lufthansa 


Karachi 

Fair 28 

Nairobi 

Cloudy 24 

Tokyo 

Kuwait 

Sun IS 

Naples 

Fair 17 

Toronto 

L Angeles 

Cloudy 19 

Nassau 

Ooudy 28 

Vancouver 

Laa Palmas 

Fair 24 

New York 

Ooudy 17 

Venice 

Lima 

Shower 27 

Nfce 

Fair 15 

Vienna 

Lisbon 

Fair 16 

Nicosia 

Fame 

Warsaw 

London 

Ooudy 3 

Osk) 

Snow 1 

Washington 

Lux.bourg 

Sleet 3 

Paris 

Shower 0 

Woffington 

Lyon 

Fair 9 

Perth 

Sun 37 

Winnipeg 

Madeira 

Cloudy 20 

Prague 

Rain 5 

Zurich 


Fair 33 
Rain 6 
Thunder 33 
Fair 17 
Cloudy 13 
Fair 1 
Cloudy 31 
Shower 4 
Fair 8 
Shower 24 
Cloudy 20 
Cloudy 19 
Fair 10 
Cloudy 12 
Rain 7 
Fair 11 
Shower 8 
Rain 4 
Fair lfl 
Fair 20 
Snow-11 
Shower 5 


THE LEX COLUMN 


Not long ago pundits who predicted 
the US long bond yield would fall 
below 6 per cent were considered 
optimists. It is a measure of how 
radically sentiment has changed 
that some are now talking about 
yields below 5 per cent and, per- 
haps, even 4 per cent 
The deflationary fears unleashed 
by the Asian crisis certainly pro- 
vide an accommodating backdrop 
for western bonds in general and 
US bonds in particular. Not only 
will Inflation be contained; the cri- 
sis has encouraged a flight to 
safety. Treasuries benefit dispropor- 
tionately because they are denomi- 
nated in (safe) dollars as well as 
being the most liquid bonds. Yester- 
day's sharp rises in both the dollar 
and Treasuries may well reflect the 
first New Year adjustments to 
Investors' portfolios. If so. flows of 
funds will continue to buoy US 
bonds for some time. 

So far, the trend looks well 
founded. Indeed, long bond yields of 
5Va per cent or below - compared 
with 5 V « per cent now - would be 
justifiable. But talk of a sub-5 per 
cent yield is harder to stomach. For 
that to make sense on fundamen- 
tals, real yields would have to fall 
to 3 per cent and long-run inflation- 
ary expectations to well under 2 per 
cent. Even then investors would 
receive little premium for holding 
bonds rather than cash. Full-blown 
deflation, with prices actually fall- 
ing, would underwrite such a sce- 
nario, but that does not seem likely. 
Apart from the fact that Alan 
Greenspan is anxious to avoid defla- 
tion. US wage pressures continue. 

Netscape 

After ducking and weaving for 
most of its short corporate life, little 
Netscape has finally been squashed 
beneath Microsoft's giant foot. Yes- 
terday's profit warning from the 
internet software company had 
refreshingly tittle to do with Asia 
and almost everything with fierce 
competition at home. Revenues 
from stand-alone sales of Netscape's 
internet browser, the group's origi- 
nal product, have started to decline 
since Microsoft began giving its 
rival version away for free. And 
while Netscape has shifted to sell- 
ing suites of applications to corpo- 
rate customers - which now pro- 
vide nearly 90 per cent of turnover 
- Microsoft and International Busi- 
ness Machines have responded by 
cutting prices there too. 

On top of that, Netscape is exper- 
iencing the pains of many rapidly 
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growing companies. In its enthusi- 
asm to roll out new software it lost 
control of costs and loaded its sales 
force with more products than it 
could handl e. The upshot is a slow- 
down in revenue growth from 50 
per cent to around 10 per cent, a big 
loss for 1997 and probably another 
one this year. 

Netscape is not finished. It is 
already leapfrogging to a new gen- 
eration of products, this time con- 
cerned with internet commerce, 
where it should enjoy fat margins 
for a while. But the competition 
will surely follow. Netscape is an 
innovative company. But to keep 
reinventing itself also takes deep 
pockets. Perhaps it is time Netscape 
looked far a big partner of its own. 

Ford/Jaguar 

Since it outbid General Motors for 
Jaguar in 1989, Ford has not 
flinched from making breath-tak- 
ingly large investments to make the 
company prosper. Not only did it 
pay a steep £L6bn ($2.64bn) to buy 
the loss-making company but it 
then spent heavily on reforming 
production practices and improving 
the model range. Its latest decision 
- to proceed with producing the 
new X400 model at its Halewood 
plant - is another significant finan- 
cial commitment to the British 
motor industry. 

While not as radical as Daimler- 
Benz’s move into urban runabouts, 
Jaguar's production of its smallest 
car to date is none the lass an 
important departure for the com- 
pany. Given that it expects to pro- 
duce at least 100,000 X400s each 
year, against total sales in 1997 of 
around 44,000 cars. Jaguar will gain 
important economies of scale. 


though it will remain small relative 
.to its competitors. And, vitally,: it 
will address the problem of not hav- 
ing a more affordable car than Its 
‘ large saloons. By filling that gap. 
Jaguar should -be well placed' fo 
reach new buyers and lower the 
average age of its customers. 

However, as Landa and Alfc-Ro- 
meo have found, challenging the 
blue-blooded German manufactur- 
ers that dominate the “near execu- 
tive” segment can be p&lnftil. 
Together Audi's A4, BMW’s 3 Series ■ 
and Mercedes-Benz’s . C.' Class 
account for two-thirds of the seg- 
ment's sales. With little room for a 
substantial fourth player,, the dis- 
tinctive British styling far which 
Halewood is famous could be an 
Important selling point for tbe X400. 
If Jaguar establishes itself as a 
fourth force in that segment. Ford's 
long-term approach should prove 
justified strategically. When it 
might show a real return on its 
total investment of roughly £4bn is 
an even greater imponderable. 

EPC/Cinven 

Since it has been no secret that 
Reed Elsevier has been contemplat- 
ing the sale of its consumer magfr 
zines business for two years, it is 
Ironic it ended up selling IPC In 
such a rush to a financial buyer. All 
things being equal, a trade buyer 
such as Emap should have been 
able to leverage available synergies 
to pay more without destroying 
value. Why the haste? Simply 
because after the merger with Wal- 
ters Kluwer. IPC in presentational 
terms did not fit the strategy of an 
international group clearly focused 
on “must-have" information pub- 
lishing. And IPC's UK earnings 
were no longer useful for offsetting 
against advance corporation tax 
now that the tax is being abolished. 

That said, despite IPC manage- 
ment's clear preference for a finan- 
cial bidder - a lucrative flotation is 
likely some years down the line '-, 
the auction was conducted fairly. 
Nor is the failure of the trade buy- 
ers to outbid Cinven a surprise. UK 
bidders were likely to face lengthy 
competition inquiries for a deal that 
size. And Bertelsmann and Bauer, 
always reluctant to pay full pices 
in any case, were deterred by ster- 
ling's strength. Reed Elsevier 
should count itself lucky to have 
received - at 12 timps 1997 operat- 
ing profits - a good price. 

Additional Lex on UK life 
assurance, Page 18 


Consistent execution 
in volatile markets 
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During the recent turbulent market conditions, 

Robert Fleming executed 5 transactions demonstrating our skill 
and commitment to completing deals for emerging market clients. 
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Finnish forestry 
group goes global 

For Juha Niemeia 

(left), chief executive of 
UEM-Kyminene. the 
Finni s h forestry group, 
it has been a hectic 
year. A string of big 
deals across, three con- 
tinents turned Europe's 
largest forestry group 
into a global heavy- 
weight. "We saw we 
needed to be a world- 
wide producer, not just 
a worldwide seller.” said Mr Niemela. “Having 
achieved this in the US and Asia, 1 am content 
with bur position today.” Page 16 

CBOT to launch real estate futures 

The Chica go Board of Trade, the world's largest 
derivatives exchange, said it was planning to 
launch a real estate futures contract and can- 
.fbmed. it -would go ahead with two types of elec- 
tricity. contract it said the property contract 
would be based on a Dow Jones index of real 
estate investment trusts. Page 22 

Malaysians rush to beat sugar price rise 

Malaysians are emptying store shelves of sugar 
ahead of a government-imposed price increase. 
_Photos of empty shelves fill newspapers and 
authorities are restrictihg foreigners to taking 
just 2kg of sugar out of the country. Page 22 

Check Point success against hackers 

Check Point Software Technologies, the com- 
puter security group, is one of Israel’s most suc- 
cessful high-tech companies. Since its beginning 
in 1993, it has become the dominant maker of 
systems to jlrott computer hacking. Page 16 


SBC offers $4.4bn for SNET 


Companies In this issue 


By Richard Waters 
in Mew York 

SBC Communications, the 
Texas-based telecommunica- 
tions company, returned to the 
takeover trail yesterday with a 
$4.4bn offer that will give it a 
more secure foothold in the US 
north-east 

The proposed purchase of 
Southern New England Tele- 
communications also repre- 
sents a rare move by a 
so-called Baby Bell, or local 
carrier, to take a sizeable step 
into the long-distance busi- 
ness. 

Executives of SBC said, how- 
ever, that yesterday's 
announcement was unrelated 
to last week's ground-breaking 
court decision that could serve 
to remove the barriers that 
prevent all-out competition for 


Pullout by 
investors 
could shut 
HK family 
TV station 

By Louise Lucas tn Hong Kong 


Baby Bell takes first long-distance steps 


long-distance customers across 
the country. 

SBC's planned acquisition of 
SNET echoed its purchase of 
the much larger Pacific Tele- 
sis, the Baby Bell serving 
much of California, last year. 
Both represent horizontal 
acquisitions of other compa- 
nies that are primarily local 
carriers, extending SBC's 
reach beyond its original nar- 
row territory. Purchasing 
SNET would strengthen SBC’s 
position in the north east, 
where it already operates a cel- 
lular service, and position it to 
carry telecoms traffic to 
Europe, Wall Street analysts 
said. 

Unlike the five regional 


Baby Bel Is that dominate the 
local markets, though. SNET, 
an independent local company 
that dates back to 18S2. has 
been free to enter the 
long-distance business for 
some time. Daniel Miglia. 
chairman and chief executive, 
said the company bad won a 40 
per cent share of long-distance 
calls in Connecticut since it 
began selling the service three 
years ago. 

Although Baby Bells such as 
SBC are prevented from offer- 
ing long-distance services in 
their local regions, they do not 
face any restrictions in other 
parts of the country. 

AT&T, the biggest 
long-distance carrier, indicated 


to Wall Street analysts yester- 
day it would not take legal 
action to block the deal. How- 
ever, it said it expected the 
Federal Communications Com- 
mission to use the proposed 
acquisition to squeeze conces- 
sions from SBC to further open 
its local markets. The deal is 
dependent on approval from 
the FCC. the Justice Depart- 
ment and the local Connecti- 
cut public utilities commis- 
sion. 

AT&T and SBC themselves 
discussed a merger earlier this 
year, before Reed Hundt, the 
former FCC chairman, came 
out publicly against such a 
combination of big local and 
long-distance carriers. 


Mr Miglia said SNET agreed 
to a merger because ‘‘scale is 
becoming more and more 
important” as the US industry 
consolidates. The company's 
after-tax earnings slipped 
slightly to $142m on sales of 
$1.5bn in the nine months to 
the end of September, 
reflecting the costs of expand- 
ing into new markets such as 
long-distance calling. 

SNET aims to split into two 
divisions - a wholesale carrier 
that rups the local exchange 
and a retail company that mar- 
kets telephone services. 

SBC said it had agreed to 
issue 0.S784 of a share for each 
share in SNET. 

After a $2£ fall in its stock 
yesterday morning, to 572%. its 
offer was worth S6a90. SNETs 
stock jumped $10&, or 20 per 
cent, to $59%. 
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Canadian 
helicopter 
order goes 
to Europe 


Up to 860,000 ‘light trucks’ a year will meet tougher standards 

Ford raises stakes on emissions 
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Hong ' Kong’s China 
Entertainment Television 
Broadcast, the “family view- 
ing’* station controlled by 
Robert Chna, faces closure 
after mainland Chinese inves- 
tors reneged on a US$34. 3m 
investment deal to take an 80 
per cent stake. 

, Hong Kong-based Mr Chna, 
who hoped that the deal 
would lead to CETV being 
broadcast widely in China, 
said yesterday that he planned 
to sue the investors. 

-His 'threat follows last 
month’s statement by Pearl 
Oriental, a Hong Kong-based 
property developer, which 
said it would sue a mainland 

company that defaulted on a 
HK$1.12bn (US$145m) pay- 
ment for office space. 

The mainland parties that 
agreed to take an 80 per cent 
stake in CETV were all private 
companies. CETV gave up its 
: existing financial facilities as 
part of the agreement with the 
potential investors and has 
already given notice to half its 
staff. It is under pr e s s ur e to 
find a white knight or close its 
doors. Mr Chua said he 
believed the investors had 
good guanxi, or connections, 
with government officials. 
CETV hoped the investors 
would assist their ambitions 
. for the Chinese market. 

Mr Chua and the station he 
founded had embraced the 
sort of policies that should 
have endea red them to 
Beijing. CETV steered clear of 
sex, violence and even news, 
and Mr Chna had always been 
a defender of. the mainland. 
Nonetheless, CETV was denied 
“landing rights” in China. 

This is tn sharp contrast to 
China’s approval of Rupert 
Murdoch’s News Carp. . Mr 
Murdoch at first declared that 
satellite TV posed “an unam- 
biguous threat” to totalitarian 
regimes. He later redeemed 
himself by, among other 
things, removing a BBC chan- 
nel that had aired an unflat- 
tering portrayal of Mao Tse- 
tung from Star TV, his pan- 
Asian satellite platform. 

- Mr Chua said that it was 
Beijing’s approval of Star TV’s 
joint venture that prompted 
him-to seek mainland part- 
ners.. Previously, he had 
planned to “be a good citizen, 
make no noise and wait 
patiently” for the opening up 
of China's TV industry. 

Star TV’s China venture, 
Phoenix, is 55 per cent owned 
by a Singaporean Chinese 
company with strong main- 
land links and a privately ran 
Chinese company. “If a for- 
eign investor, a non-Chinese, 
«w . land in China, 1 don’t see. 
why Robert, as a Singaporean 
who lives in Hong Kong and 
loves China, cannot have the 
same o p p or tunity," said Peggy 
dma, Mr Chita’s wife and 
business partner. 

Kan Shurtsang, chairman of 
China Asia TV Arts Centre, 
put together a conso rtium of 
buyers, -visited CETV’s Hong 
Kong studios and in October 
signed a memorandum of 
mzderstanding that aimed to 
take the loss-malting CETV to 
new heights. 

For the investors, the deal 
included 80 per cent of all 
shares and control of a debt 
free CETV for some CS834-3m, 
of- which only SlJL8m was tn 
cash, and the balance was 
deferred for five years at no 
interest 

- Editorial Comment, Page .11 


By Haig Si montan m Detroit 

Ford Motor, the second-biggest 
US carmaker, yesterday threw 
down the competitive gauntlet 
to its rivals by announcing all 
its future “fight trucks", com- 
prising sports utility and 
multi-purpose vehicles, would 
meet the US authorities' more 
stringent emission standards 
for cars. 

The unexpected move covers 
about 860,000 vehicles a year - 
about 20 per cent of Ford's US 
sales - and will put the onus 
on General Motors and Chrys- 
ler. the other two big US car- 
makers. to respond. 

The decision to upgrade the 
light trucks into low-emission 
vehicles comes at a time when 
all three leading US vehicle 
groups appear to be putting 
more emphasis on environ- 
mental issues. 

The carmakers had suffered 
damaging criticism that they 
had opposed initiatives to 
reduce global warming and 
improve air quality ahead of 
last December’s global climate 
change conference organised 
by the UN in Kyoto. 

The “Big Three" were 
among the main contributors 
to the Global Climate Coali- 
tion, a lobby group that argued 
strongly against the US accept- 
ing any mandatory reductions 
in emissions of carbon dioxide 
- a “greenhouse gas" - at last 
month's conference: 

GM announced on Sunday 
that it expected to have a pro- 
duction-ready hybrid vehicle 
driven by petrol and electricity 
by about 2000. The company 



General Motors’ EV1 Hybrid vehicle which combines an electric generator and battery Pctm: ap 


also said it would have a pro- 
duction-ready fuel cell-based 
hydrogen-powered, car avail- 
able by 2004. 

GM also revealed plans to fit 
higher capacity batteries to its 
EV1 electric car to Improve its 
range. Interest in the vehicle, 
which became available in Cal- 
ifornia and Arizona in late 
1996, has been limited because 
of concerns about range 
restrictions. 

Ford yesterday revealed its 
Diata P20G0, a prototype car 
using lightweight materials to 
improve fuel consumption to 
63 miles a gallon. 

Alex Trotman, Ford chair- 
man, said the P2Q00 repre- 
sented proof of its commitment 


to exploit the commercial 
potential of more environmen- 
tally friendly technologies. 
“We have elected to move as 
quickly as possible on higher 
volume programmes.” he said. 

The carmakers have argued 
that state environment policies 
should be focused on develop- 
ing cleaner propulsion technol- 
ogies rather than trying to 
reduce fossil fuel consumption. 

Mr Trotman said: “We're 
concerned that artificial time- 
tables will force the adoption 
of old technology and delay 
the introduction of new tech- 
nologies.” 

Jack Smith, bis opposite 
number at GM, said: “We have 
consistently argued to the 


administration we need to 
work on new technologies." He 
said one main concern of car- 
makers was that the US would 
accept legally binding reduc- 
tions on carbon dioxide emis- 
sions without ensuring devel- 
oping countries accepted the 
same limits. 

Both executives stressed the 
need to develop technologies 
that were commercially viable 
and not just functional. As a 
result research would concen- 
trate on reducing the cost and 
complexity of future engine 
and battery technologies to 
make them more acceptable 

Lex, Page 12 
Motor show news. Page 14 


By Alexander Nicofl, 

Defence Correspondent 

An Anglo-Italian consortium 
has won a C$590m ($4l4m) con- 
tract from the Canadian gov- 
ernment tor the supply of 15 

searc h-an d ■ rescue helicopters. 

The order, announced yes- 
terday, is for the Cormorant, a 
version of the EH101 helicopter 
manufactured by GKN West- 
land of the UK and Agusta of 
Italy. It was won over competi- 
tion from the Boeing Chinook, 
the Sikorsky S70 and the Euro- 
copter Super Puma. 

The victory is a huge boost 
for GKN, which has identified 
helicopter manufacture as a 
growth area but is relying 
heavily on winning export 
orders. 

The decision represents an 
about-face by Ottawa, which 
had previously ordered SO 
EH101 helicopters but can- 
celled the order four years ago 
when Jean Chretien became 
prime minister. He argued that 
the version ordered for C$4.Bbn 
was far too expensive. 

Canada paid C$4 78m to the 
West land- Agusta consortium 
in compensation. 

The government now argues 
that as a result of changes to 
the specifications, it is buying 
a Chevrolet instead of a Cad- 
illac. “Now Canadians will 
have a helicopter that can do 
the job at a price they can 
afford." Art Eggleton, the 
defence minister, said. 

GKN hopes that the success 
in Canada will help it to make 
further inroads with the EH101 
in export markets, especially 
in the US. It has sold 44 
EHlOls to the British Royal 
Navy and 22 to the Royal Air 
Force, and the I talian navy has 
also ordered the aircraft One 
helicopter has been ordered by 
the Tokyo metropolitan police. 

Although it was thought 
that the Canadian government 
favoured the Cormorant, it had 
been in doubt because two 
competitors complained the 
specifications had been written 
to favour the UK-Italian con- 
sortium's larger, more expen- 
sive helicopter. Federal offi- 
cials scrutinised the bidding 
process. 

Other companies in the con- 
sortium include Bombardier 
and CAE Electronics of Can- 
ada. The group has proposed 
using T700 engines made by a 
Canadian subsidiary of Gen- 
eral Electric of the US. Deliv- 
eries will run from 2000 to 
2002. 

Turkish contract. Page 7 


Investment dispute 
halts production at 
Russian paper mill 
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By Tim Burt In Stockholm 

Production at one of Russia’s 
largest paper mills is to cease 
following a dispute over work- 
ing capital funding between 
AssiDorndn, the Swedish for- 
estry group, and its Russian 
joint venture partners. 

The Segezha plant in 
Karelia, the region bordering 
Finland, supplies SO per cent of 
Russia's paper sacks and 
employs 5,500 people. It will 
stop producing pulp and paper 
on Thursday following the dis- 
agreement between the joint 
Swedish-Russian owners over 
loan guarantees for $ioom of 
Fr esh investment 

Segezhabumprom, the joint 
venture company operating 
the plant, said it hoped to min- 
imise job losses by transfer- 
ring workers to the distribu- 
tion and paper sack 
manufacturing .divisions, 
where work will continue until 
existing stocks run out 

The shutdown comes less 
than a month after AssiDoman 
vowed to withdraw financing 
from the project unless its 
joint venture partners - the 
Karelia state property com- 
pany and llpak. the Russian 
paper sack distributor - 
shared some of the investment 
costs required to modernise 
the. plant 

AssiDoman, which last year 
spent SKr350m ($44m) on a 57 
per cent stake in the plant, 
said protracted talks and an 
appeal to Boris Nemtsov, 
Russian first deputy prime 
minister, had not resolved the 
crisis. 

- SOren Oberg. an AssiDomto 
executive and general director 
of Segezhabumprom, said: 
“During recent months, our 


financial situation has deterio- 
rated. Our contacts with share- 
holders have not produced any 
new possibilities to get neces- 
sary working capital. There- 
fore we have no other option 
than to stop production.” 

Segezhabumprom had hoped 
to receive a fresh injection of 
about $100m to update existing 
machinery and improve envi- 
ronmental controls, underwrit- 
ten by loans from the World 
Rank and the European Bank 
for Reconstruction and Devel- 
opment. 

Mr Oberg declined to com- 
ment on the likely job losses or 
disruption to paper supplies 
caused by shutting the 250,000- 
tonne capacity plant 

The dispute - sparked by the 
refusal of Segezhabumprom's 
Russian shareholders to join 
AssiDomdn in providing loan 
guarantees - has been exacer- 
bated by legal action over the 
Swedish group's shareholding. 

Upak. which previously con- 
trolled raw material supplies 
and sack distribution at 
Segezha, initiated legal pro- 
ceedings after AssiDoman 
announced plans to restruc- 
ture the operation. 

An arbitration court in 
Moscow and the Karelian state 
prosecutor have since ques- 
tioned the legality of the Swed- 
ish group's share acquisition. 

AssiDoman. meanwhile, said 
it would be making no further 
financial commitments to the 
project But it refused to say 
whether it would write off the 
investment if production was 
not resumed. 

The board of Segezhabum- 
prom, including shareholder 
representatives, is expected to 
meet next week to seek a solu- 
tion to the dispute. 
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Sony in US set-top systems alliance 


By Christopher Parkes 
in Los Angeles 

Sony is to p3y SllSm for a 5 per 
cent stake in Next Level Systems, 
the manufacturer of the technology 
chosen by top US cable television 
operators to steer their industry 
into the age of interactive digital 
home services. 

The agreement, which links 
Sony's brand and technology base 
with NextLevel's innovative set- top 
box systems, follows last month's 
S4.5bn deal in which nine cable 
companies will buy at least S15m of 


advanced set-top systems over the 
next three to five years. 

The partners yesterday described 
their relationship as an alliance to 
develop digital TV technologies to 
include high-defmition television 
and incorporate Sony's Home Net- 
work entertainment management 
system. 

However, the initial aim is to 
bring to market - in about two 
years - a new generation of set-top 
boxes which will give users 
two-way video, audio, games, com- 
munications, and data links. 

Tele-Communications Inc, the 


leading cable company, believes 
the boxes will allow the wide- 
spread introduction of easy-to-use 
services such as e-mail and on-line 
shopping through the living room 
television. 

At present only about 1m US 
homes can receive internet and 
data services through cable, and 
the services are only one-way. 

The announcement of Sony's 
plans to pay $25 a share for 7.5m 
shares in its new ally sent Next- 
Level stock up more than 8 per 
cent, to S19H. in morning trading. 

Shares in the company, which 


plans to change its name back to 
General Instrument Corporation, 
were lifted 20 per cent by last 
month's set-top box deal, under 
which the cable operators are to 
receive warrants to buy about 16 
par cent of NextLevel at about $15 
a share. The warrants will be 
vested only as the boxes are 
shipped. 

The inclusion of Sony is likely to 
intensify* bidding among compo- 
nent makers and software suppli- 
ers to join the venture, which will 
demand systems with far more 
computer memory and more 


sophisticated functions than exist- 
ing set-tops. 

Intel recently confirmed it was 
.negotiating to supply microproces- 
sors. While Microsoft is the leading 
candidate to provide software, the 
cable companies are insisting on ' 
open architecture to ensure the 
systems do not become an exclu- 
sive Microsoft domain. 

The new Genera! Instruments 
last month said it expected charges 
of up to SI 00m to cover a restruct- 
uring intended to sharpen its focus 
on cable and satellite TV 
operations. 



VW offers model at lower-than-expected price as Volvo eyes North American mid-size market 


Price of New Beetle surprises 


By Haig Simonian in Detroit 

Volkswagen, Europe's 
biggest car maker, surprised 
analysts yesterday by 
announcing that its New- 
Beetle. designed for the US 
market, would go on sale in 
March at the lower-than-ex- 
pected base price of $15,200. 

The new car, unveiled at 
the Detroit motor show yes- 
terday, had been seen as a 
more upmarket, "lifestyle" 
model carrying a prestige 
price tag. 

VW said it expected to sell 
50,000 New Beetles in North 
America in the first full year 
of production. Output of the 
vehicle, which is built in 
Mexico, will reach 100,000 
units a year. 

Ferdinand Ptoch, chair- 
man, said the new car would 
spearhead its drive to 
expand sales in the US mar- 
ket. Exports to the US 
remained broadly stable last 
year. However, they are 
expected to climb substan- 
tially in 1998 on the back of 
better availability of the Pas- 
sat saloon, launched in the 
second half of 1997, and the 
New Beetle. 

The New Beetle is strongly 
reminiscent of VW's legend- 
ary former model but is built 
on the platform - the basic 
engineering structure - of 
the latest-generation Golf 
and incorporates a range of 


Volvo may sell 
S40/V40 in US 



Attractive feature: new model has base price of $15,200 


new features such as side 
airbags. 

Exports to Europe should 
start in the autumn. 

Mr Pifech said VW’s group 
production rose 7.4 per cent 
last year to 4.3m units, giv- 
ing the group 10.4 per cent of 
the world car market. 

Separately. Mercedes-Benz 
said sales in the US soared 
almost 35 per cent to 122.265 
units last year. Michael Bas- 
sermann, head of the group's 
US operations, predicted 
sales this year would be 


about 140.000 units. 

Mercedes-Benz's progress 
in the US lias been helped by 
improved availability of its 
new M-Class sports utility 
vehicle. The new car, which 
went on sale in September, 
is built at a new plant in 
Alabama. 

The company recently 
announced plans to expand 
M-Class output from the Ini- 
tial target of about 60,000 
units year by expanding the 
Tuscaloosa plant. 

• Honda Motor Co Ltd, the 


Japanese group's US unit 
said it expected to sell about 
60,000 units of its new mini- 
van In its first year, Renters 
reports from Detroit. 

“We expect the new mini- 
van in its first model year to 
more than double the sales 
of the Odyssey's best year, 
which was about 30,000 
units." said Dick Colliver, 
executive vice-president, at 
the Detroit motor show. 

The new mini-van is 
scheduled to go on sale on 
October I. 


By Tim Burt in Stockholm 

Volvo, the Swedish vehicle 
manufacturer, is consider- 
ing selling mid-sized cars In 
the North American market 
for the first time. 

The company said yester- 
day that plans were being 
drawn up to market its 
Series-40 models to the US, 
where it believes sales could 
reach 25,000 a year. 

The move follows steady 
growth in Volvo’s US car 
sales, which rose last year 
by almost 3 per cent to 
89,964. For North America 
as a whole, volumes in 1997 
exceeded 100,000 cars for 
the first time in 10 years. 

The company said North 
America remained its single 
most Important market - 
accounting for more than a 
quarter of all car sales. 
Sales growth was yesterday 
cited as the main factor 
behind plans to launch the 
S40 saloon and V40 estate in 
the region. 

Helge Alton, US director, 
said sales could begin in the 
autumn of 1999. In Europe, 
buoyant sales of the 
Series-40 helped to lift Vol- 
vo’s underlying operating 
profits from SKr2.3bn to 


SKr5J3bn (S728m) in the 
first nine months of the 
year. Of that total, car 
operations accounted for 
SKriL3bn. 

If the group board 
approves the US sales 
launch, vehicles would be 
shipped to the US from the 
group's Ned car plant in the 
Netherlands. 

Volvo's annual output 
from the plant, shared with 
Mitsubishi of Japan, is 
expected to increase by 
more than 16 per cent to 
about 140.000 vehicles over 
the next 12 months. 

"Manufacturing of mid- 
sized cars has now become 
profitable and its introduc- 
tion in the US will give deal- 
ers a more complete range 
to sell," a spokesman said. 

Production of Volvo's S40/ 
V40 range started at the 
beginning of 1996. repre- 
senting an investment of 
about SKrSbn in product 
development and design. 
The model is based on the 
samg platform as the Mitsu- 
bishi Carls ma, which is also 
produced at the Nedcar 
plant. 

Volvo said the US move 
was due to be considered by 
the board hi the spring. 


Bethlehem | ]\ a ti ona i buys Sara Lee textile arm 


increases 
bid for 
Lukens 


By Nikki Taft 

Bethlehem Steel, the second 
largest US steelmaker, yes- 
terday raised from $4 00m to 
$4 90m its offer for Lukens, 
the Pennsylvania-based steel 
producer which is also sub- 
ject to a rival bid from 
Allegheny Teledyne, the 
metals group. 

The new offer is worth $30 
a share, in a mixture of cash 
and shares, and compares 
with Bethlehem's previous 
bid of $25 a Lukens share. 

It also tops the Allegheny 
offer, which had been 
pitched at $28 a share and 
valued Lukens at around 
S450m. In addition to the 
equity consideration, Beth- 
lehem would take on around 
S250m of debt, raising the 
total to around S740m. 

Bidding battles are rare in 
the steel industry. The fight 
for Lukens has been seen as 
evidence of the pressure 
which traditional integrated 
steelmakers face as they 
resist competition from 
newer, cheaper mini-mills 
operations, both in the US 
and overseas. 

Bethlehem said yesterday 
that it believed a merger 
with Lukens would have 
"significant strategic bene- 
fits" , resulting in synergies 
and lower overall costs. The 
bidder has already 
announced plans to close 
one of its two steel plate 
mills and one of the four 
operated by Lukens if the 
acquisition proceeds. 

It added yesterday that 
there were a number of rea- 
sons why it felt able to raise 
its proposed acquisition 
price. It claimed that it 
could find greater synergies 
than Allegheny and would 
also be able to utilise tax-re- 
lated operating lass carry- 
forwards to protect Lukens’s 
pre-tax earnings. 

Bethlehem also said that 
it was continuing to look at 
ways of "maximising the 
value of Lukens's stainless 
businesses and its Washing- 
ton Specialty Metals busi- 
ness". These units did not 
form part of the core busi- 
ness strategy, it added, and 
would be divested. It 
believed "these businesses 
have very good potential for 
significant value". 

Bethlehem's animal sales 
currently stand at around 
S4.7bn f and it expects the 
Lukens deal would lift this 
to around S5.5bn. 


By Nikki Tait In Chicago 

Sara Lee, the Chicago-based 
food and consumer products 
group, is to sell the bulk of 
its US yarn and textile 
operations to privately- 
owned National Textiles, a 
company associated with 
Marty Cranoff, head of the 
Valdor knitwear group. 

The seller did not disclose 
the price paid by National 
Textiles, but estimated the 
cashflow benefits to Sara 
Lee would total about $600m 
during the next three years. 

It said about S450m would 
result from the sale itself, 
while a further $150m would 
come from savings on work- 
ing capital and capital 
expenditures. 

The sale covers nine of 
Sara Lee's 13 yam and tex- 
tile plants in the US. In total, 
the facilities being sold 
employ 3.865 people and are 
based in the south-eastern 
states, such as Georgia and 
the Carolinas. 

The company declined to 
comment on whether it 





Champion style: the Sara Lee-marketed brand is worn by the US women’s volleyball team 


would seek to sell the on activities such as final 
remaining plants, but said assembly, brand manage- 
some operations might be ment and distribution. 


retained in-house for strate- 
gic reasons. 


John Bryan, Sara Lee's 
chairman, said yesterday the 


It is the first step in Sara “deverticalisation pro- 
Lee’s plan - announced in gramme" should allow the 
September - to "outsource" company to concentrate on 
much of its US manufactur- the main value-adding activi- 
ing capacity and concentrate ties “which are building and 


managing leadership 
brands". 

It should also minimise 
the capital demands on Sara 
Lee. he added. 

The textile and yam 
operations supply to the 
company's knitwear and per- 
sonal products division, 
which markets underwear. 


casualwear and T-shirts 
under brand names such as 
Hanes, Champion and Polo 
Ralph Lauren. 

Despite the change of own- 
ership, the plants are still 
expected to be Important 
suppliers to their former par- 
ent company. 

Sara Lee is also looking at 
selling other manufacturing 
operations, and has previ- 
ously cited meat slaughter- 
ing units as a possible area 
for disposal. 

It confirmed yesterday 
that discussions with buyers 
for “a number of businesses 
are on a parallel track" but 
declined to estimate when 
these might come to fruition. 

As part of Its September 
restructuring plan, Sara Lee 
plans to raise about $3bn in 
cash over a three-year period 
and will buy back and cancel 
at least that amount of com- 
mon stock. 

It said since the beginning 
of its fiscal year, in July, it 
had repurchased nearly llm 
shares, at a cost of around 
5580m. 


Tying up Asia’s express delivery 

Growth in the region mirrors the US industry’s success during the past two decades 


I t is a measure of the 
dynamism of Asia's 
express mail and pack- 
age industry that a labour 
strike that brought United 
Parcel Service's US 
operations to a crawl Ln 
August provided a boon for 
the company's business in 
Asia. 

“The strike reduced our 
business by about 10 per 
cent but volume recovered 
within a few days after it 
ended and is now higher 
than ever," says K. M. Liu, 
Taiwan general manager for 
the world's biggest package 
distribution concern. “Actu- 
ally, having our name in the 
news every day for a few 
weeks turned out to be good 
publicity," he says, adding 
the company's Asian cus- 
tomers were unaffected by 
the strike. 

Driven by robust econo- 
mies and foster communica- 
tions. the international 
express sector is growing 20 
per cent each year on aver- 
age across Asia - and the 
world’s leading carriers are 
pitted against one another in 
speed and technology for 
dominance in the region. 

Nowhere is the competi- 
tion more intense than 
Taiwan, one or the region's 
fastest growing markets. The 
island's large economy and 


strong manufacturing base - 
and especially the burgeon- 
ing electronics industry - 
are behind the rapid expan- 
sion in express. 

“When compared to Hong 
Kong or Singapore, Taiwan 
has a lot of potential because 
the information technology 
industry is more suited to 
express," says Mr Lee. 
Taiwan Is an important sup- 
plier of many computer com- 
ponents and peripherals, 
time-sensitive products that 
are often not made until 
ordered by the customer and 
must be shipped as quickly 
as possible. 

"In the past the value of 
goods was not so high and 
the product life cycle was 
longer, so you could afford 
to send by a traditional 
freight forwarder. But now 
you can no longer afford to 
send a bulk shipment, have 
it take two weeks to get 
there, and risk having your 
goods stuck in a warehouse 
because the needs of the 
market have changed," Mr 
Lee says. 

The growth of interna- 
tional express in Asia mir- 
rors the enormous success of 
the industry in the US dur- 
ing the past two decades, 
says Eddy Chan, Taiwan 
managing director for Fed- 
eral Express, the US carrier. 


In the US, express carriers 
now hold 60 per cent of the 
domestic air cargo market. 
In the international cargo 
market, express accounts for 
a share of just more than 5 
per cent 

Business is growing but 
competition is keen. “Cus- 
tomers are getting more 
demanding - they know how 
to bargain with vendors," 
says Mr Chan. "But I regard 
the competition as healthy - 
it makes us work harder/' 


presence in the cargo busi- 
ness, would undermine their 
own business. FedEx instead 
opened a transshipment cen- 
tre in Taiwan in August 

But UPS, which specialises 
in small packages, set up a 
regional hub at Taiwan’s 
Chiang Kai-shek Interna- 
tional Airport a year ago to 
handle parcels only and dou- 
bled its floor space to 4342 
sq m last April. 

The facility is the core of a 
$400m Investment to 


Driven by robust economies and faster 
communications, the international 
express sector is growing 20 per cent 
each year on average across Asia “ 
and the world’s leading carriers are 
pitted against one another for 
dominance in the region 


Federal Express arrived in 
Asia ln 1985 and initially 
sought to set up an Asian 
hub in Taiwan, but in 1995 
chose Subic Bay in the Phi- 
lippines after several years 
of negotiations with the 
Taiwan government fell 
through. Taiwanese freight 
forwarders were concerned 
that special privileges for 
FedEx, which has a strong 


upgrade the company's 
Asian network. 

Apart from commercial 
potential, geographic loca- 
tion was an important con- 
sideration in UPS's choice of 
Taiwan as its Asian huh. 
Flight time from Taiwan to 
most Asian cities is two-and- 
a-balf hours or less. 

UPS came to Asia rela- 
tively late - In 1988 - and Its 


Asian business now 
accounts for "less than 5 per 
cent" of its total S22.4bn in 
1996 sales, says Mr Lee. DHL 
has been in Asia since the 
early 1970s. FedEx got off to 
a quick start by buying Fly- 
ing Tigers, a US parcel ser- 
vice that served 21 Asian 
markets, in 1989. 

C hina is seen as an 
important market for 
express, with "huge" 
potential in the coming 
decade, says Mr Chan. Chi- 
na's international express 
parcel market is growing by 
about 40 per cent a year. 
Both UPS and FedEx serve 
some 80 cites in China 
through relationships with 
Chinese express and cargo 
companies. 

North America remains 
the most important destina- 
tion, but intra-regional 
express business is growing 
quickly to nearly a third of 
Aslan business, estimates Mr 
Lee. Later pick-up times and 
earlier delivery times are the 
most crucial aspect of cus- 
tomer service. Ever more 
advanced technology is 
needed to keep customers 
constantly informed as to 
where their package is at 
any given moment 

Laura Tyson 


> . and CaJtex (Philippines). Said they each.expected net . 
fayes of more than 2bn pesos {$48m}for 1997... V.;-. 

- “Your company will lose more than2bn peS6sjfiH'^S7; : ? 

► despite a net income of 1.21m pesos in the first half of 

1997," Shell told employees. Frank 

i pesos in 1897, compared with net income of 700m pesos-lnr ; 
1996. Shell and Caliex said the foil in ^ vatae ; o£^pfesjit 
and their inability to pass on tire coste led to tteiosseivt' 

- The companies said a Supreme Court order on October^ 

7 restrained any oil price increases. TKfo'pnter Cabxe r"^'/. 
before the court struck down the oil deregulation lawas 
unconstitutional Early last month the SuprsM.OMrt.- 
declared its ruling final, throwing the oil industry back: %. 
into a regulated regime and restoring^© th<e : EneiTg3rHqgtfs; : 
latory Board the power to fix domestic prices. The ctrart-'!7 
try's three oil refiners have asked the board to raise'- a 
prices by an average of 2.81 pesos a litre. Shell said that ..I 
present product prices were still based on ah exch ang e 
rate of 30.75 to fixe dollar. The peso on Monday hit a hew ; v 
low of 42.65. Reuthrs, ManSUL 

■ OFFICE TECHNOLOGY 

Xerox completes Insurance sale- " 

Xerox, the US office technology group, said it Md com- 

pleted the sate of Westchester Specialty Gfroup, ^ insur- 
ance unit of Talegen Holdings, to ACE for $338m In cash. •• 
Talegen is a wholly owned subsidiary of Xerox Financial"- 
Services. The purchase price, minus' $70m of transaction. 
costs paid by Talegen, equals the estimated value of the : 
unit when Xerox discounted its insurance operations in 
1995, the company said. - .• • • • I 

The sale agreement was announced in September 1997,. . j 
the company said. Xerox said one other insurance group, .. ! 
Crum & Forster Insurance, remained for sale. • j 

Reuters; Connecticut j 

■ PULP AND PAPER ; ‘j 

Bo water in talks on Korea deal 

Bowater, the US pulp and paper group, confirmed yester-. I 
day that it was in negotiations to acquire a significant ' j 
stake in the Daebul Newsprint Mill owned by Halle Pulp.: t 
& Papa, a unit of Halla Group of SeouL Two weeks ago,- j 
Korea’s Hankook Dbo newspaper reported that Bowater 1 
was in talks with Seoul's trade ministry and the president J 
of Halla Pulp on a takeover of the unit. ■■■'■ J 

The Korean mill started up in late 1996 and has an. . L 
annual production capacity of about 250,000 tonnes of . '.J 
recycled newsprint for the Korean and other Asian mar- -j 
kets. Bowater, which produces newsprint, coated and r -, { 
uncoated groundwood papers, bleached kraft pulp and 71- 
lumber products, has five papa: mills and 3.6m acres of. . 1 
timba'lands in the US and Canada. Reuters, S CoroRna<\ 

■ BANKING . - 

Fuji eyes share buy-back , Tj 

Fuji Bank, one of Japan's biggest banks, said it was con- ' . j 
sidering a “large" share buy-back in the year to March'-.-" 4 
1999, but had not finalised the size and timing , according, j 
to Kyodo News Service. It said the bank wanted to raise . ] 
its return on equity to mare than 7 per cent In. three years I 
and to more than 8 per cent in five years. JJ, 

The bank also announced it would splitits operations L *4 
into six business units to encourage specialisation and. . J 
boost efficiency. Separate sections will be set up to deal .T 
with large companies, foreign companies, small and mid- j 1 
size companies, individuals, investment banking, settle- - 1 : 
meats and new instrument development Fuji is also to.. , J 
offer banking and shopping services over the internet or - . j . 
by telephone In co-operation with CUC Japan, a joint ven- f 
ture of HFS of the US and Mitsubishi and Uny of Japan. ' . r 

Agencies. Tokyo j 

■ COMPUTERS ' j 

Casio targets overseas sales 

Casio Computer of Japan said it would strengthen its net- r 
work of overseas sales bases to boost sales of electronic - r 
information equipment. In North America and Europe It L 
will set up about 10 sales outlets by March 1999 under its.! . J . 
three main overseas sales units. It also plans to open, shni- J 
lar bases in China and south-east Asia from next year. J 
The Tokyo-based company will transfer marketing and ! •] 
sales functions to the three sales companies, to be based I 
in the US. the UK and Germany. AP-DJ, Tokyo J 

■ PHARMACEUTICALS j 

Solvay wins US drug licence J 

Schering-Plough, the US drugs group, said it bad granted 1 
Solvay Pharmaceuticals the exclusive US marketing 
rights to Prometrium, its progesterone drug. Details of the I 
agreement were not disclosed. Schering said new drug I 
applications for Prometrium were pending with the US | 
Food and Drug Administration for postmenopausal hdr- 1 
mone replacement therapy and secondary amenorrhea. [ 
Solvay, a Georgia-based pharmaceutical company, . j 
focuses on woman's health, gastroenterology and mental J 
health products. It is a subsidiary of Solvay, the Belgian I 
chemical and drug company. Reuters, New Jersey I 

■ FOOD MANUFACTURING 

QAF upbeat on Indofood buy 

The planned purchase of Indofood, the Indonesian food I 
manufacturer, by Singapore’s Quality Asia Food is likely j 
to go ahead when the market stabilises, according to a 1 
senior corporate finance official at S alim Group, the Indo- I 
nesian group which controls QAF. I 

"There is a strong possibility the tie-up will be com- 
pleted once share prices stabilise," said Mr Alamsyah. 1 
"The deal should benefit both parties. For the Salim j 
Group, we will go ahead if QAF can execute the deal at I 
the agreed price, not at the current market price." j 

Mr Alamsyah said Indofood’s current share price no j 
longer reflect its fundamentals. "Prices have falipn I 

because of market conditions," he said. "Indofood is a con- J 
sumer product company which is supported by an inte- 
grated operation. It means that basically the company is I 
still good." I 

Mr Alamsyah could not give a fixed schedule but said j 
that once the market stabilised the deal would go ahead. I 
He added that the Salim Group had no plan to i the j 
deal- AFX-Asia, Jakarta 

j ■ PUBUSHING 

Washington Post buys titles 

Washington Post, the US newspaper and ma gazine pub- j 
Usher, has completed the acquisition of two computer ' 
industry trade publications and two trade shows from a j 
US unit of Reed Elsevier, the Anglo-Dutch publishing J 

group, for an undisclosed amount 
Washington Post will merge the properties with its 
TechNews unit to form Post-Newsweek Business Informa- I 
tion to serve the high-technology information industry. | 
The company said it acquired the Government Computer I 
News and Reseller Management publications as well as 
the FOSE and FEDnet/Fedimaging computer industry j 
trade shows. AP-DJ, Washington I 
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Np. wonder., the eyes of the world, are on 
Central Europe. Who .could have predicted quite 
how much Europe has grown in the last ten 
years? Not of course .in terms of square miles. 
Nor in terms of population;- But In sheer economic 
power and business opportunities, it's Central 
Europe that's been the yery pore of this explosive 
progress* 

; As qld boundaries have . faded and by 
working; tag etherTas a whdi$, Central Europe has 
become' one. with .the rest of Europe, - and is now 
-mubhY much greater than the sum of its .parts, At 
. Dresdner Kleinwort Benson, as one of Europe's 


o Dresdner Kieinwort Benson 


leading investment bankers, we're happy to be 
an Integral part of this flourishing economy. With 
our connections to the powerful resources of the 
Dresdner Bank Group, we have the opportunity 
to do business as equals with our partners, 
wherever they may be in Europe. 

For more information about Dresdner 
Kieinwort Benson’s Debt Capital Markets’ activi- 
ties in Croatia, Czech Republic, Hungary, Poland, 
Slovakia and Slovenia, call Pascal H. Najadi direct 
on +44-171-9561888. We're proud to be part of 
the pride. 

Centra! Europe is Europe. 
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Dentsu plans offering to raise profile 


INTERNATIONAL NEWS DIGEST r 


By Michiyo Nakamoto 
m Tokyo 

Dentsu, the world's largest 
advertising agency by reve- 
nue, plans to list its shares 
in Tokyo and other leading 
markets in a move aimed at 
raising funds and boosting 
its international profile. 

The Japanese agency did 
not specify a date for its pub- 
lic offering but it is widely 
expected to be 2001. when 
the company celebrates its 

centenary. 

Adecco 

granted 

Italian 

licence 

By William Hall in Zurich 

Adecco, which vies with 
Manpower of the US for the 
title of the world’s biggest 
temporary employment 
agency, has won a licence to 
operate in Italy. 

The company said yester- 
day that it aimed to capture 
a 20 per cent share of what 
is expected to be Europe's 
fastest-growing temporary 
staffing market within the 
next two years. 

Adecco, Europe’s biggest 
employment agency group, 
has been growing rapidly by 
providing temporary staff in 
countries with highly regu- 
lated labour markets. 

It bas estimated that its 
business is growing roughly 
four to five times as fast as 
the economies in which it 
operates, because companies 
find it cheaper and more 
efficient to hire or lay off 
temporary staff to meet 
peaks and troughs in 
demand. 

Adecco, formed from the 

1996 merger of the leading 
Swiss and French employ- 
ment agencies, has more 
than 2,500 offices in 42 
countries, but until recently 
more than 40 per cent of its 
SFrllbn (ST.Sbnj annual rev- 
enues came from France, 
where margins are under 
pressure. Last September it 
paid 5387.5m for TAD 
Resources International, 
which should raise the share 
of its revenues coming from 
North America to more than 
a third. 

But France remains Adec- 
co's biggest single market 
and concerns about the i 
impact on Adecco's profits 
of recent changes in corpo- 
rate taxes and French social 
security legislation have 
pushed its share price down 
more than a third from its 

1997 peak of SFr631. 

The shares, which jumped 
5 per cent on Friday, rose 
another SFrl3.50 to SFr437 
yesterday as analysts wel- 
comed the move into Italy. 
Freddie Hasslauer of Bank 
Sal. Oppenheim in Zurich 
estimated that it would add 
2 per cent to Adecco's 1999 
revenues. 

Italy legalised the activi- 
ties of temporary staffing 
agencies in July but did not 
start issuing licences until 
December 23. Adecco has 
already established nine 
offices in Italy, the biggest 
network to date, and plans 
to open another 15 this year. 
It estimates that the Italian 
market will be worth $S00m 
by 2000. 

Adecco already has 27 per 
cent of the French market 
and 30 per cent in Spain, 
where it was not allowed to 
operate until August 1994. 
Adecco now generates 
SFr300m a year in revenues 
in Spain. 

Peter Pfister, Adecco chief 
financial officer, said yester- 
day that rtaly was a “much 
bigger and tougher market” 
than Spain, which had 
"matured rather quickly”. 


The listing of Dentsu. 
which had revenues of 
Yi,277bn ($9-65bn) in the 
year to March 1996, is expec- 
ted to attract considerable 
attention. Dentsu is consid- 
ered one of the three 
unlisted Japanese giants 
together with Suntory, the 
drinks company, and Idem- 
itsu, the oil refiner. 

The agency was ranked 
fourth last year among the 
world's top 50 advertising 
organisations in terms of 
worldwide gross income and 


capitalised volume, accord- 
ing to Advertising Age, the 
US trade magazine. The 
same surv ey ranked Dentsu 
first among the top 10 
agency brands in terms of 
gross income. 

Dentsu said it decided to 
list its shares in order to pre- 
pare for an era of global 
competition and multimedia. 

Although it holds large 
accounts with internation- 
ally prominent Japanese 
companies. Dentsu is pre- 
dominantly a domestic 


group. Its plan to list is 
likely to be aimed at helping 
it play a more active role on 
the international stage. 

Yutaka Narita, president, 
said the digital revolution 
would result in an advertis- 
ing "Big Bang" that was 
expected to trigger “massive 
competition beyond the 
existing framework”. 

Pointing to the global com- 
petition and realignment in 
the industry through merg- 
ers and acquisitions, Mr Mar- 
ita signalled his intention to 


go on the offensive in the 
international arena. 

“I firmly believe Dentsu’s 
current level of service in 
the Japanese domestic mar- 
ket is several grades supe- 
rior to our mega-agency 
counterparts. The second 
stage of the Dentsu Group's 
global strategy is to bnild 
and put into effect a reliable 
system that will enable ns to 
provide the same high level 
of services . . . anywhere in 
the world,” he said. 

Last year Dentsu raised 


Y9S.sbn through . a share 
placement to pay for new. 

prog ramming rights. Over- . 

seas investment and the con- 
stroction of a new headquar- 
ters. The agency allocated. 
280.000 shares to 24 financial 
institutions such as its main 
bank, Dai-fchz Kangyo Rank. 
diluting stakes held by 
Kyodo News, Japan's largest 
news agency, from 2&3 per 
cent to 2241 per cent, and the 
holding of Jiji. another news 
agency, from 20.1 per cent to 
163 per cent. 


m 


Paper-maker unwraps global aims 

UPM-Kymmene has set a cross-border consolidation trend with a string of deals 


L ike the grt&Qn on its 
corporate logo, UPM- 
Kymmene was in 
| predatory mood last year. A 
string of big deals across 
three continents propelled 
Europe’s largest forestry 
group from regional power- 
I house to global heavyweight. 

The Finnish company, 
formed in 1996 through the 
merger of two rivals, has 
emerged as arguably the 
most internationally orien- 
tated producer in a sector 
slow to globalise. 

Two deals in September - 
one in Asia, the other in 
North America - have estab- 
lished UPM-Kymmene as one 
of the few genuinely trans- 
continental producers in a 
traditionally fragmented 
industry. 

A joint venture with Asia 
Pacific Resources Interna- 
tional of Singapore created 
the world's biggest alliance 
for the production of fine 
paper, used for printing, 
copying and writing. Shortly 
afterwards, the $650m acqui- 
sition of the US paper-mak- 
ing subsidiary of New Zea- 
land’s Fletcher Challenge 
gave UPM-Kymmene a pro- 
duction base in the North 
American market, where it 
already had substantial 
export sales. 

The company, now the 
world's largest pulp and 
paper producer after Interna- 
tional Paper of the US. is set- 
ting a cross-border consoli- 
dation trend. Other 
companies are certain to fol- 
low. "We are going to see 
five or six global companies 
develop into the dominant 
players on the market UPM- 
Kymmene has already 
pinned its name to that 
future superclass," said one 
London-based paper industry 
analyst 

For Juha Niemela, UPM- 
Kymmene chief executive, it 
h as been a hectic year. But 

• • 




Chief executive Juha Niemela: ‘We saw we needed to be a worldwide producer’ 


the results, he say's, vindi- 
cate the effort “We have sat- 
isfied our strategic intent. 
We saw we needed to be a 
worldwide producer, not just 
a worldwide seller . . . haring 
achieved this in the US and 
Asia. 1 am content with our 
position today.” 

Symbolising the group’s 
ambitions, he and senior col- 
leagues are to move into 
new offices on Helsinki’s 
Esplanade, the city's most 
fashionable address. 

Having secured his imme- 
diate structural objectives. 
Mr Niemela can afford to 
switch attention from deal- 
making to developing UPM* 
Kymmene’s enlarged busi- 
ness. “If the consolidation in 
the industry continues, we 
will have to watch out not to 
lose ground - but at the 
moment we are going to con- 


centrate on absorbing [the 
new businesses!” he says. 

Mr Niemela has won admi- 
ration from industry ana- 
lysts for his implementation 
of the merger two years ago 
and his subsequent drive to 
turn UPM-Kymmene Into a 
global producer. 

Since 1996 he has s limme d 
group operations, narrowing 
the company's focus in paper 
production to just three 
grades: magazine paper, 
newsprint and fine paper. 

It has spun off non-core 
interests, offloading last year 
its chemicals business and 
selling its packaging board 
business to Metsa-Serla, a 
Finnish rival. It also trans- 
ferred its non-integrated 
chemical pulp business to 
Metsa-Botnia, jointly owned 
with Metsa-Serla. 

UPM-Kymmene retains 


substantial production of 
packaging materials and 
other products such as ply- 
wood. But its business port- 
folio is slimmer than that of 
many other large producers. 

The days when forestry 
companies had operations 
through the whole forestry 
chain, from sawn timber to 
hygiene products, have gone. 
Producers, Mr Niemela says, 
need to achieve economies of 
scale to serve customers 
with increasingly global 
needs. This means having to 
focus on fewer segments. - 

One factor which bas 
enabled specialisation is the 
larger capacity of paper 
machines. Improved technol- 
ogy means new machines 
can produce about 400,000 
tonnes of paper a year, com- 
pared with a maximum of 
250,000 tonnes a few years 


ago. Bigger machines facili- 
tate specialisation. “Produc- 
ing some kind of all-round 
grade is no longer a winning 
concept." Mr Niemela says. 
“To be good enough in news- 
print you cannot manage 
with just one machine. If 
you have two. you had bet- 
ter specialise them.” 

Underlining this. UPM- 
Kymxnene’s magazine paper 
producing capacity - a seg- 
ment in which it is world 
leader - is nearly twice as 
big as its nearest competitor, 
Mr Memeia says. 

T he only cloud on his 
horizon is the turmoil 
in Asian markets, 
which same observers sug- 
gest could take a heavy toil 
on the paper sector. But Mr 
Niemela is sanguine. 

“The recession there is 
likely to be temporary,” he 
says. He concedes the rapid 
recent growth of demand for 
paper products in Asia-Pa- 
cific wifi flatten for a time, 
but nevertheless envisages 
no negative impact on 
short-term earnings. 

“I don’t foresee such huge 
excesses of supply in Asia 
that they would disturb the 
balance in Europe.” he says. 
Six par cent of UPM-Kym- 
mene’s sales come from the 
Asia-Pacific region. 

The company Is pressing 
ahead with expansion plans 
in its south-east Asian joint 
venture with Asia Pacific 
Resources International, 
although construction of any 
new machines will be put on 
hold until the market settles. 

With pre-crisis forecasts 
suggesting that paper con- 
sumption in Asia-Pacific 
would grow Caster than else- 
where in the next few years. 
UPM-Kymmene is confident 
that the long-term future 
remains bright 


Greg Mclvor 


Pricing review 
lifts Club Med 


Shanghai supermarkets 
acquisition for Ahold 


Shares in French leisure 
group Club Mediterranee 
rose sharply in thin trade 
yesterday after its chairman 
highlighted pricing ahead of 
the official launch at the end 
of this month of the compa- 
ny's new strategy. Reuters 
reports from Paris. 

Club Med shares closed up 
5.36 per cent at FFr452. The 
company plans to unveil on 
January 28 and 29 a new 
strategy from Philippe Bour- 
guignon. chairman, who 
aims to revamp the appeal of 
the Club Med sun and snow 
village holidays. 

Mr Bourguignon repeated 
on French television at the 
weekend that the company 
should be able to lower the 
prices of its far-flung holi- 
days. benefiting from more 
concentrated flows in inter- 
national aviation. 

"Club Mediterranee must 
practice a more correct pri- 
cing policy and it is that we 
wifi focus on In the next two 


years. We are going to seek 
out more correct prices with- 
out having to discount.” he 
said. 

Other elements of the plan 
which have been reported 
recently point to a more 
segmented marketing focus, 
closer ties with and incen- 
tives for travel agents to 
sell Club Med holidays, 
and more aggressive brand- 
ing. 

Mr Bourguignon, head of 
the company since last Feb- 
ruary after winning credit 
for rescuing Euro Disney 
•from a disastrous stark has 
said he wanted to sharpen 
up the Club Med image, but 
bas defended the holiday vil- 
lage concept. 

Club Med’s stock has 
underperformed the Paris 
CAC-40 index since mid-1996. 
The company incurred a loss 
of FFr4 13m ($68.4m) in the 
1996-97 first half and took 
FFr630 m in restructuring | 
charges. 


By James Harding in Beijing 

Ahold, the Dutch food 
retailer, said yesterday it 
had bought 22 supermarkets 
in Shanghai from Yaohan 
Llancheng, extending its 
new, fast-growing chain of 
Tops supermarkets in Chi- 
na's largest city. 

The company, which 
already operates 18 Tops 
supermarkets and is plan- 
ning to open another 12 out- 
lets in Shanghai this year, 
said the acquisition of the 
stores would make Ahold 
the largest foreign supermar- 
ket operator in the city. 

Ahold is making the acqui- 
sition with its joint venture 
partner in China. Shanghai 
Zhonghui. The statement 
issued last night did not give 
finan cial details of the deaL 

Johan Dreijer, Ahold -Zhon- 
ghui company manager, 
said: “This acquisition 
shows our commitment in 
bringing modern one-stop 


shopping to Shanghai’s 17m 
consumers." 

The rapid series of Tops 
store openings in central 
Shanghai has been a feature 
of the changing landscape of 
food retailing in the city. 
Shoppers have in the past 
been accustomed to baying 
produce in outdoor markets 
but are now turning increas- 
ingly to indoor supermarkets 
for packaged goods and 
branded foods. 

In a comment to Reuters 
in the Netherlands, Ahold 
said the purchase would lift 
its turnover in the Shanghai 
area to almost $100m in 1998, 
compared with more than 
$30m last year. 

• Shares In Hoogovens 
jumped 4.5 per cent yester- 
day as the Dutch metals pro- 
ducer said net profits for last 
year should emerge 45 per 
cent ahead of the previous 
year, writes Gordon Cramb 
in Amsterdam. 

This went further than 


earlier indications suggest- 
ing a rise in the order of 30 
per cent. In 1996 earnings 
reached FI 326m ($i60m). 

• “This reflects both a fur- 
ther improvement in the 
steel and aluminium mar ket 
and good internal perfor- 
mance." the company said. 

The results had “conse- 
quently developed better 
than expected in recent 
months"- In August, while 
announcing a 40 per cent 
growth in interim net profits 
to FI 194m. Hoogovens said it 
expected a strong increase 
for the full year. 

The growth has come in 
spite of a substantial boost 
to its investment pro- 
gramme. Capita] outlays, 
including acquisitions, 
reached FI 486m at the end 
of June. Since then it has 
committed FI 700m for a thin 
slab caster to be completed 
by the end of next year. 

The shares ended FI 3.80 
higher at FI 88.10. 


joint venture 

British American. Tobacco, the BAT Industries subsidiary; 
Is forming a joint venture with the Turkish state tobacco - 
monopoly that wifi give It up to a quarter of ihe world's 
ninth largest cigarette market BAT is. to infest $l45.6m -. 
to 52 per cent of the $28ton joint venture with Tefeet 

Of BAT'S total tovestoent^wom is for a 49-year exclu-'_ 
give licence for the Turkish state group's Samsun and ~ 
YeniHarman cigarette brands. . - ■ 

The Turkish government has been looking for a joint . . 
venture partner rather than attempting to privatise TekeL . 
A sale to a private buyer .would have required special leg- 
islation and the Turkish privatisation programme has 
stalled because the government lacks a majority in pashas 
ment. Analysts said the BAT investment would take the 
group into a market of lOOta cigarettes a year. It would ; 
also pot it in a strong position if privatisation eventually, 
went ahead. Tekel is contributing $1 34.4m to the .venture 
with its partly ccanpleted cigarettefectra-y atAkhisar. 1 . 

British American Tobacco will have a separate fisting 
in London this year after BAT Industries completes its . 
merger with Zurich of Switzerland to create one of 
Europe’s biggest financial services groups. The demerged 
tobacco business will have pro forma borrowings of about 
£4bn Last year. BATs tobacco arm made pre-tax profits of ; 
£I.62bn on sales of £l8-8bn. The shares closed yesterday 
up 12p.at 570p. ; • 

David Blackwell* London, and John Barham, Ankara 

■ MUTUAL FUNDS 

Japan licence for Commerzbank 

Japan’s finance ministry has granted Commerzbank of 
Germany a licence to sell mutual funds to private inves- 
tors. The decision means it can offer specially tailored., 
products for the Japanese retail market as well as its ‘ - - 
institutional asset management 
The bank first announced its plans in September - - 
before the Asian financial crisis - saying it expected the 
licence to be granted early this year. It will offer investors 
a broad range of international ftmd products through - 
banks and brokers. Like other foreign hanks which have 
made similar moves, Commerzbank is keen to attract 
business by offering higher yields and mare sophisticated 
products than those offered by Japanese competitors. 

Gerhard Wiesheu, managing director of Commerz Inter- 
national Capital Management (Japan), said the time was 
ripe for retail funds “in view of the limi tations of govern- 
ment pensions, plus the $22,000bn of private financial 
assets in Japan”. CICM already has an investmen t advi- 
sory licence and manages portfolios for pension funds and 
corporate clients. Andrew Fisher, Frankfurt 

■ DEUTSCHE TELEKOM . 

KfW pays DMlObii for 13% stake 

Kredhanstalt filr Wiederaufbau, the state-owned German 
h ank, said yesterday it had paid the government about 
DMIObn (S5.54bn> for 13 per cent of the shares of Deutsche 
Telekom- This was part of a transaction announced in 
November aimed at helping Germany meet the criteria for 
European monetary unio n. KfW said. the sum was paid to 
the government in two trendies, on December 30 and .Jan- 
uary 5. The price was based on the average share price 
over the two months before the December 19 transaction 
date, less a 20 pa- cent discount. 

The parking of Telekom shares with KfW is pari of the 
action announced by Theo Waigel. finance minister, to - 
ensure Germany could meet the public deficit level for 
Emu of 3 per cent of gross domestic product. He said the 
government would delay until this year acceptance of '' 
DMSbn from the planned Telekom share transfer, with' - 
DM2bn to be paid in 1997. Total proceeds from Telekom 
placements are put at DM23bn in 1998. Andrew Fisher 

■ ISRAEL AIRCRAFT INDUSTRIES 

Sales in 1998 set to reach S1.89bn 

Israel Aircraft Industries said yesterday its sales for 1998 
would reach $l.89bn, compared with $1.65bn last year. 
State-owned IAI said that 35 per cent of its sales would be 
civilian related. Moshe Keret. president and chief .execu- 
tive officer, forecast that exports would climb to $1.49bn 
this year after reaching $1.28bn in 1997. Exports to the US 
alone would reach 2600m this year. The company’s profit 
target for 1998 was $30m-$35m. 

IAL which makes mainly defence systems, made a .• 
profit in 1997 for the first time in six years, earning $22m. 
The company has an order backlog of S3 Jbn. IAI last - 
week clinched a $75m deal with Turkey to upgrade 48 F-5 
aircraft. Reuters. Jerusalem 

■ ROBECO 

Assets under management np 40% 

Robeco. the Dutch investment funds group, said yesterday 
its assets under management had soared by 40 per cent to 
FI H3.7bn <$55.9bn) in 1997 from FI SL6bn in 1996. Total 
investment results were FI 132bn and cash flow totalled 
almost FI 19bn. 

The group's share investment funds Robeco and Rdinco 
posted 1997 investment returns of 33JS per cent and 18. per 
cent respectively. The specialised RG Europe Fund and 
Dutch share investment vehicle RG Hollands Bezit posted 
returns of 48.1 per cent and 45.7 per cent respectively . 
Among the group's fixed income investment funds, 

Rorento had a return of 13.8 per cent Property fund 
Rodamco's share price rose by 29.1 per cent. The group 
said It had good expectations for fixed income invest- 
ments in 1998, given low inflation levels and long-term 
interest rates, which could fail further. 

Corporate profit rises are seen as more modest than in 
1997. which could limi t gains in share prices in the near 
future. But longer-term, prospects for share investments 
remain good. Reuters, Rotterdam 


Keeping hackers out provides opening for Check Point 


W hen Gil Shwed and two 
partners created their 
first computer network 
security product in 1993. the trio 
had a harder time reaching 
potential customers than backers 
had infiltrating their network 
gatekeepers. 

But four years later. Check 
Point Software Technologies, the 
company founded by Mr Shwed’s 
group, has about 200 partners 
worldwide. 

International Data Corporation, 
the information technology mar- 
ket research concern, says Check 
Point leads the rapidly growing 
sector for firewalls, or network 
security gatekeepers, with 35 per 
cent of the market. And although 
the company feces a tough fight 
to stay atop an increasingly 

competitive market, analysts 
have hailed Check Point as one 
of Israel’s most successful hi-tech 
stories. 

Check Point was bom in 1993 
an idea and a $300,000 invest- 


ment provided by BRM Technolo- 
gies, a Jerusalem-based software 
company. Working out of a small 
Tel Aviv apartment, the three 
young entrepreneurs pro- 
grammed against the clock as 
their budget dwindled. 


4 We were just 
crossing our fingers 
that nobody would 
come up with a 
similar idea 9 


“We were Just crossing our fin- 
gers that nobody would come up 
with a similar idea.” said Marius 
Nacht, a founder who today is 
vice-president of international 
operations. 

Judging by their success, 
nobody has. Their “stateful 


inspection” technology was 
patented and moulded into Fire- 
wall-1, Check Point’s first prod- 
uct. a user-friendly system for 
protecting computer networks 
from intruders from outside and 
inside organisations. 

According to EDC, the firewall 
market is growing at about 27 per 
cent a year, from $219m last year 
towards a projected S729m by 
2001. In a 1996 report, IDC said 
Check Point's Firewall-1 provided 
a high level of security and per- 
formance, compared with other 
security technologies which com- 
promised speed for higher secu- 
rity, or vice versa. 

in addition, said Mr Nacht pre- 
vious technologies required com- 
panies to bring in external con- 
sultants. "Our idea was to create 
a unique technology and a 
shrink-wrapped product that 
could be installed and managed 
by an in-house systems adminis- 
trator.” 


In late-1993, Mr Nacht headed 


for the US to sen his security in a 
box concept. He had no sales or 
marketing infrastructure, and 
used his car as an office. Several 
companies which heard his pitch 
welcomed Firewall-1, but the 
company remained unknown. 

The big break came in April 
1994 in Las Vegas. The 
little-known Israelis won first 
prize at Networld and Interop, a 
prestigious internet and network- 
ing trade show, in a break- 
through that paved the way for 
rapid growth. 

That year. Check Point’s net 
income was just $24,000 on reve- 
nues of $794,000. By 1996, net 
income had reached $15.2m on 
revenues of $3l.8m # and In the 
first nine months of 1996, net 
'income was $26m on revenues of 
$53m. When third-quarter results 
were released in October, the 
share price jumped 30 per cent In 
one day from $33V1 to $4S£. Yes- 
terday they were trading at about 

$41 


Check Point has been traded on 
Wall Street since June 1996. Gold- 
man Sachs, the investment bank, 
was lead underwriter for the 
issue of 9.2 per cent of the com- 
pany. floating 4.2m shares at a 
price of $14 a share. About 25 per 
cent of the company's equity is 
freely floated today and market 
capitalisation has climbed to 
nearly $l.5bn. 

In a recent report. Hambrecht 
& Quist, the US technology- 
oriented investment bank, said 
Check Point is “perhaps the most 
profitable internet company”. 

P art of its success is attri- 
buted to its global sales 
and distribution network. 
This includes a US base in Calif- 
ornia and partnerships with com- 
panies such as Alcatel Telecom, 
the French telecommunications 
group. 

The company recently signed a 
distribution agreement with Soft- 
bank, Japan's biggest software 


distributor. Mr Shwed says about 
50 per cent of sales are in the US, 
another 25 per cent in Europe 
and about 10 per cent in Japan 
“We see the potential and 
demand for internet communica- 
tions, and markets around the 


4 We know we have 
a lot of competitors, 
but we’ll just 
have to keep ahead 
of them 9 


world are getting closer to each 
other." says Mr Shwed. “We 
know we have a lot of competi- 
tors - about 100 companies are 
registered in the field - but we’ll 
just have to keep ahead of them." 

However, if Check Point is to 
stay ahead, it cannot take its 


leadership for granted. “They 
must become a broader provider 
of security management technol- 
ogy," says Eric Zimets, technol- 
ogy analyst at H&Q. “One posi- 
tive sign is that about 20 per cent 
of their revenues are already 
being driven by non-firewall 
products.” 

The most recent of these was 
Floodgate, which allows system 
priorities to be customised 
when heavy, information flows 
congest pipelines. For example, a 
system could be programmed so 
that the chief executive receives 
e-mail before the resf of the com- 
pany when data is moving 
slowly. 

The success of new products 
such as Floodgate will determine 
whether Check Point opens doors 
to further growth,, nr begins to 
lose ground to competitors trying 
to take a hack at its market 
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We take pleasure in announcing our new 
promotions to Managing Director 


Investment Banking 

W Blake Baird 
Phillip S. Barnett 
Jessica C. Chatter 
Mary Anne Citrino 
Michael J. Cunningham 
Stuart J. Epstein 
Catherine J. Friedman 
■ JorgeLucaya 
Gavin L. MacDonald 
■r. - x W.Marren 

Patrick J. McDonough 
• Devin I. Murphy 
Thomas M. 0 9 Flynn 
Francis J.OelcrichlU 
Ian C.T. Pereira 
Andreas Ratfel 
Alok Santa 
Henry van Dyke V 
Jan L.VanNieuwenhuizen 
Corrado R Varott 
ErikJ.Westerink 
William H. Wright U 
.SongyiZhang 


Taxable Fixed Income 

Jonathan L. Dorfman 
- Francis J. Hager 
. Michael G.Harpe 
JohnS. Irish 
LayaKhadjavi 
Joseph A Langsam 
Jason G.Maratos 
Benjamin E 1 Nickoll 
Alexander J.N6ujaim 
RwharAH. Thomas 
Robert J. Voreyer 
Michael A. Weston 


Equity 

Richard N. Atkinson 
David A. Borosh 
Timothy J. Caffrey 
Scott H Cooper 
Lynn C. Haffher 
Richard C. Heyes 
Jonathan D. Jodka 
Thomas A. Levy 
Daniel L . Medina 
MarieL.Mole 
Alan Scheuer 
Christopher S. Seery 
Sutesh K. Sharma 

Debt Capital Markets 
Hans J. Schuettler 

Equity Capital Markets 

MichielRLap 
Ruth M. Porat 

High Yield Capital. Markets 

Elizabeth R. Chandler 
JoelEFeldmann 

Real Estate Debt Capitol Markets 

Louis A. Colosimo 

’ . International Securitisation 
C Scott Peterson 

Foreign Exchange 

GisepBiert 
PaulF. Slain 
G. William Brown , Jr 
Judin Liu 
Jens-Peter Stein 


Commodities 

MarcMourre 
OlavN.Refvik 
Richard D. Skelton 


Tax Exempts 
Nigel R. Key 
John Q. Landers , Jr. 


Equity Financing Services 

R. Michael Armstrong 
Stuart J. Hendel 
Martin R. Tell 


Equity Research 

Douglas M. Arthur 
Richard A. Bilotti, Jr. 
Duncan C. McN. Moore 
Robert J. Pelosky , Jr. 
Jennifer A. Pokrzywinski 
Douglas T Terreson 
Gregory J. Whyte 


MSAM/MAS 
Francine J. Bovich 
Frances Campion 
Stephen C. Cordy 
Maryann Knob Maiwald 
Margaret E Naylor 
Horacio A. Valeiras 


MS Services 
David F. Newman 
Richard G. Taggart 


Merchant Banking 

Howard L Hoffen 
Robert J. Loarie 

Private Client Services 

Willi Kurt Leimer 
James W. Little 
John S. Mdrkwalter, Jr. 
DavidF. Wasson 

Information Technology 
Guy Chiarello 
Sean E Kelley 

Operations 

Malcolm P. Bryant 
John P. Davidson , III 
Stephen C. Lipton 

Credit 

Jon LaMountain 

Regional Management 

Vikram S. Gandhi 
AmrM Nosseir 

Finance 

Alexander C. Frank 
David N. Neuwirth 
Joanne Pace 

Law/Complwnce/Regvdalory Affairs 

Stuart J.M. Breslow 
JaneD L Carlin 
Richard S. Rosenthal 


MORGAN STANLEY & CO. 

Incorporated 

effective December 1, 1997 

subject to Approval by the New York Stock Exchange, Inc. 
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Reed Elsevier gave exclusive negotiating rights to the venture capital group 


Cinven backs £860m IPC buy-out 


By John Gap per 


Cinven. the venture capital 
group, yesterday agreed to 
buy the IPC consumer maga- 
zine group from Reed Elsev- 
ier for £860m (Si.42bn) after 
gaining exclusive negotia- 
ting rights in preference to a 
dozen other financial and 
trade bidders. 

The deal, the largest Euro- 
pean management buy-out 
since the Cinven-backed 
Ei.ibn buy-out of the hospi- 
tal and healthcare arm of 
Generale des Eaux last year, 
was agreed after negotia- 
tions over the Christmas and 


new year holidays. 

Other buyers said they 
accepted the auction had 
been fairly conducted, 
although SBC Warburg Dil- 
lon Read, advisers to Reed. 
Elsevier, had indicated to 
several bidders before 
Christmas there was likely 
to be a second round of bid- 
ding. 

Both Cinven and IPC's 
managment group, which 
has invested in the buy-out 
said they expected to expand 
the group's 77 consumer 
titles - including Woman's 
Own and Loaded - both 
through organic growth and 


acquisitions. 

Mike Matthew, IPC's chief 
executive, said the manage- 
ment group "certainly hope 
that in time we can find a 
significant acquisition of 
some size”. He said Cinven 
was likely to back expansion 
more readily than Reed 
Elsevier. 

The rapid disposal, at a 
price towards the upper end 
of the original estimates of 
IPC's value, leaves Reed 
Elsevier free to concentrate 
on its proposed merger with 
the Dutch publ ishin g group 
Wolters Klumer. due for the 
spring. 


Nigel Stapleton, co-chair- 
man of Reed Elsevier, which 
is the operating company of 
Reed International of the UK 
and Elsevier of the Nether- 
lands, said the deal would 
allow it to consider further 
acquisitions in specialist 

pu blishing 

The deal comes amid 
strong competition among 
buy-out funds in Europe. US 
funds including Kohlberg, 
Kravis Roberts & Co have 
also shown growing interest 
in Europe as a place to 
invest institutional and pri- 
vate investors’ cash- 

The net proceeds of the 


sale after costs are expected 
to be about £750m, compared 
with IPC net assets of 5230m. 
Reed said it expected the 
sale to be “marginally earn- 
ings dilutive’' in 1998 pend- 
ing reinvestment of the cash. 

Cinven is leading a group 
of investors including Pari- 
bas. ABN Amro, and Green- 
wich Street Capital Partners, 
a merchant banking fond 
affilia ted to Travelers Group, 
the parent of Salomon Smith 
Barney, Cinven's advisers. 

Goldman Sachs, the US 
investment bank, is to con- 
tribute £580m of debt 
finance, and Cinven will 


P&O reduces 


Chiroscience shares recover 


Argentinian stake 


By Roger Taylor 


By Andrew Davis 


Peninsular & Oriental Steam 
Navigation's Australian 
ports subsidiary is reducing 
its stake in the company's 
container terminal business 
in Argentina. 

Disposal of a 37.5 per cent 
holding in Terminates Rio de 
la Plata for $38£mwill cut 
P&O '5 interest to the 50 per 
cent it favours for sucb 
investments. 

The holding in the termi- 
nal. which operates at Porto 
Nuevo. Buenos Aires, Is 
being bought by a Latin 
America infrastructure fund 
controlled by GE Capital, the 
finance arm of General Elec- 


tric of the US. and AIG, the 
largest US insurer. 

P&O said that Terminates 
Rio de la Plata handled the 
equivalent of 405,000 stan- 
dard 20-foot containers in 
1997. which made it the larg- 
est container terminal in 
Buenos Aires. P&O is to 
retain management control 
of the business, its first port 
operation in South America. 

Peter Smith, director of 
corporate affairs, said that 
1997 had seen the start of 
full-scale trading at the Bue- 
nos Aires operation after its 
privatisation in 1994. 

The business was expected 
to show strong profits for 
last year. 


Chiroscience, the bio- 
technology company, yester- 
day announced clinical trials 
for a new anti-cancer drug 
and said it was progressing 
well towards a marketing 
agreement for its lead prod- 
uct. Chirocaine, a local 
anaesthetic. 

The shares rose 14p to 
237Vap as John Padfield, 
chief executive, said the 
company was t alkin g to a 
number of potential partners 
about licensing Chirocaine. 

However, he "absolutely 
refused" to comment on the 
timing of a licensing deal. 
Earlier positive comments 
had led some in the City to 
believe an agreement would 
be announced by the end of 
1997 and the lack of an 


announcement had helped 
drive the share price down. 

The anti-cancer drug is 
due to complete Phase I tri- 
als, which check safety, this 
year. This will allow it to go 
into Phase n efficacy trials 
before 1999. If successful, the 
product could reach the mar- 
ket by 2001-02. 

The drug is similar to Mar- 
lmastat, the anti-cancer drug 
developed by British Bio- 
tech, the largest UK biotech 
company. Marimastat is in 
the final stages of clinical 
trials and is seen as the 
industry’s best hope for a 
blockbuster drug. 

The products work by 
stopping the enzymes which 
allow tumours to destroy 
healthy tissue and spread 
round the body. Chirosci- 
ence said its product was 


more selective than similar 
compounds and should have 
fewer side effects. 

Other biotechnology 
stocks also performed wen 
yesterday. Scotia Holdings 
rose 19P to 282'/.p in expecta- 
tion of the launch later this 
week of an appetite-sup- 
pressing yoghurt 

Peptide Therapeutics rose 
lOp to 276Vsp after announc- 
ing a link up with Pfizer, the 
US pharmaceuticals group, 
to produce vaccines for dogs. 

Analysts said the sector 
was likely to bounce back in 
the first quarter of 1998 fol- 
lowing an abysmal perfor- 
mance last year. 

However, Ian Smith, at 
Le hman Brothers, said: 
"Share price movements will 
be stock specific and driven 
by news. I do not think we 


Chiroscience 


Share price sinca flotation relative 
to the FTSEAH-Sbare Index 
350 : — * 
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will see a better trend for the 
sector." Duncan Moore, at 
Morgan Stanley, said inves- 
tors would wait for concrete 
achievements before invest- 
ing new money. 


Vickers 
row over 
R-R 


name 


By Alexander Nicoll, 
Defence Correspondent 



In long-standing relationships, each partner comes to understand the 


BWAY 

Corporation 


other's needs and goals. With this understanding, opportunities can be 


recognized and growth can occur. Eight years ago, Bankers Trust 


A business built jl 

through shared vision j] saw ^ opportunity for Brockway's management and other interested 


for growth. 


industry investors to purchase Brockway, a manufacturer d general line 


ABank&ts'&USt I meca ^ containers, from the Owens-Illinois Corporation. Beginning with 


a leveraged buyout, and continuing through several acquisitions and 


an IPO, Brockway, now known as BWAY, found in us a financial advisor committed to understanding 
their business and sharing their vision for growth. It was this collaboration that helped make 


BWAY the leading manufacturer of general line metal containers in North America. We welcome 


the opportunity to discuss how we can develop equally innovative solutions to your financial challenges. 


A BankersTrust 

Architects of \fahte 
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A row broke out yesterday 
between Vickers, the engi- 
neering group, and 
Rolls-Royce, the aircraft 
engine maker, over rights to 
use the Rolls-Royce name. 

Vickers, seeking to keep 
the anction for its Rolls- 
Royce Motor Cars arm as 
wide as possible, said it had 
legal advice that the 
aero-engine maker had no 
veto power over the planned 
sale. 

Rolls-Royce responded 
that it had legal advice of its 
own that agreements signed 
in 1973, which gave it rights 
over the use of the 
Rolls-Royce name on cars, 
were enforceable. 

Vickers made its 
announcement after reports 
that the aircraft engine 
maker, which sold its car 
business in 1973 after going 
into receivership, was back- 
ing the bid by BMW of Ger- 
many to buy Rolls-Royce 
Motor Cars. 

It said: “Vickers . . . has 
received clear legal advice 
that the change of control 
provisions in the 1973 agree- 
ments relating to foreign 
ownership of Rolls-Royce 
Motor Cars are unenforcable 
under European Union law 
and that Rolls-Royce pic 
therefore has no veto power 
over the selection by 
Vickers of a new owner 
for Rolls-Royce Motor 
Cars." 

Sir Colin Chandler, Vick- 
ers chairman, said: “Thrae 
are a number of credible 
purchasers. Vickers has cre- 
ated today’s value In 
Rolls-Royce Motor Cars and 
we alone will be responsible 
for determining which of 
them should be the future 
owner of the business." 

Rolls-Royce said it was 
surprised by the statement 
and that the 1973 arrange- 
ments had never previously 
been challenged. "We 
believe that ownership of 
the name and the marques 
rest with us," Rolls-Royce 
said. 

It said Rolls-Royce was 
already a famous name 
when Vickers bonght the 
car maker in 1980, and the 
claim that Vickers had gen- 
erated all its .value was 
therefore “odd." In any case, 
it said, the legal position did 
not depend on who had 
added the most value. 

"Our prime goal is to pro- 
tect our name," Rolls-Royce 
said. It would use its power 
of veto over a foreign buyer 
if it felt the name would fall 
into hands that would not 
look after it. “We’re not 
there to exploit the name, 
but to protect it" 

Vickers advisers said the 
legal opinion challenged the 
aircraft engine maker’s ! 
rights ou the grounds that 
the 1973 agreement would 
restrict competition, capital 
flows and investment in 
Europe. 


LEX COMMENT 



hold a majority of the ordi- 
nary and preferred equity. 
The IPC management group 
will hold preferred equity to 
be realised in a buy-out 

The deal also r ep res en ts a 
boost for Salomon Smith 
Barney, which is advising 
Bernie Ecclestone on the 
delay ed flotation of Formula 
One Holdings. The invest- 
ment hank has been trying 
to boost ns media advisory 
presence in Europe. 

Emap. a rival in the £1.5bn 
UK consumer magazine mar- 
ket, was among the bidders. 

Reed International shares 
closed 1% up at 621p. 


After years of disappoint- 
ing bonus announcements 


UK Bte fw*uremc« 


from life assurers, partied- 

larly on 10-year policies, r (FT 5 EindkahK ' .*r r-rf: 


this season ought to be i30 

more cheery. -Most compa- . ;';V 

Dies have rebuilt their 

funds after overdistribut- ‘ JV 

ing in the late 1980s. This V.‘. : w 
means they should, at last, | '.'J- 

be in a better position to 115 
pass on strong investment . " i | - 1 • 
returns to policyholders. ~ 1 -° • li 
But if they follow General lin* " f 

Accident in focusing .-r 

improvements on terminal 1£JQ f . v •; , 'V • , V V-' Vy 
bonuses, rather than - -f m ' -i.;'#: 

annual ones, the news is ag^7a«si™«n»flc\r'''.‘ .'/-"fr 

mixed. Investment “flexi- ' - - 

bility" for the companies equals pay-out flexibility - often 
Sat or downwards in terms of annual gains - for policy- 
holders- That said, lower inflation has allowed better real 
returns. 

More generally, the environment for life companies and 
their shareholders has become much more benign. The 
worst of the bad publicity from pensions mis-sePing is 
past, and product sales should benefit from government 
evangelising about saving for old age. Life assurance 
shares have ridden high with other financial stocks in a 
strong year for the domestic economy. 

In addition, they have benefited from more than their 
fair share of bid speculation. Talked -of predators include 
Abbey National, Halifax and Lloyds TSB, with Norwich 
Union and Legal & General among the favoured targets. 
While the sector has already seen several deals, the sheer 
number of life offices and scope for cost-cutting argues for 
more activity. Whether this will involve much in the way 
of premiums to current market values is another matter. 


NEWS DIGEST- 


National Power 
$1.5bn deal talks 


National Power, Britain's biggest generator, is in 
discussions with the government of Zimbabwe which 
could lead to the construction of a $1.5bn power station. 

The L500MW plant would be the largest independent 
power project in Africa and would supply power to 
Zimbabwe's grid, greatly reducing electricity imports 
from the southern African grid. 

National Power said yesterday it had not yet got the " 
go-ahead from Harare for the power station but it hoped 
approval would be forthcoming shortly. The approval 
would determine the size of the power station 
constructed. 

The company said it would want more than 50 per cent 
of the project, which would be financed 70/30 as to debt 
and equity - implying an equity investment by National V 
Power of about $225m if the Harare authorities approve a 
L500MW station. The station would exploit extensive 
reserves of low sulphur coal owned by Rio Tint?, the _ \ % 
Anglo-Australian mining company, in Zimbabwe. ” 

National Power has interests in power projects in . -- 
Pakistan, China, Indonesia, Turkey, the Czech Republic, ■ 
Australia and the US. . Simon Hoiberttm 


Vodafone lifts Libertel stake 


Vodafone, the UK's largest cellular phone operator, is " : 
taking a controlling interest in Libertel. which controls 
the Dutch mobile network operator of the same name. 

Vodafone, which has an extensive list of interests in 
mobile operators overseas, is paying FI 896.3m (M46m) for 
a 26.5 per cent stake, bringing its holding to 61.5 per cent 
ING Bank Corporate Investments owns the re maining 38.5 
j per cent. The UK group offered to increase its stake in 
Libertel last month. It expects to complete the deal 
tomorrow. 

Chris Gent chief executive, said: "Mobile telephony is 
Vodafone’s core business and the market for mobile - - - 
telecoms services in the Netherlands, a country with 
which the UK has strong economic and social links, looks 
set for more strong growth.” Libertel is now profitable at 
the operating level. Alan Cane , 


T& N/F eder al-MoguI 


The £1.5 bn ($2.5bn; offer for T&N, the automotive 
components manufacturer, from Federal-Mogul, its 
Michigan-based counterpart, was yesterday declared 
unconditional as to acceptances. At January 2, the second 
closing date. Federal-Mogul had received valid 
acceptances in respect oF 521.5m T&N shares, representing 
more than 95 per cent of the issued capital. 

The US group said yesterday that regulatory clearances 
were not expected to be received before the end of 
February and the Takeover Panel has agreed to the offer 
being extended until March 6. 


Unilever in Eridania sale 


Unilever is to sell its Frial liquid seed-oil business in 
France to Lesleur Alimentaire, a subsidiary of Eridania 
Beghin-Say, the I taJo- French foods group. At the same 
time, it will buy from Eri dani a Beghin-Say its Vegetaline 
solid frying fat business. 

With sales of £15m a year, Vegetaline will give Unilever 
market leadership in France in solid fata. The deal will 
add sales of £50m a year to Lesteur's bottled seed-oil 
operation, which is already the country’s largest. 

The prices paid on the two deals, which take effect on 
March L have not been disclosed, Unilever said the price 
was not material in relation to its assets. 


Peptide flea-bite vaccine deal 


Peptide Therapeutics, a Cambridge-based biotech group, 
has entered into a collaboration with Pfizer, the US health 
care company, to develop Peptide's veterinary allergy 
vaccine. 

Pfizer has acquired an exclusive option on a worldwide 
licence for the vaccine. It is also to conduct and fund 
further research and the clinical evaluation. The vaccina 
I will be developed initially for prevention of dermatitis in 
dogs caused by allergy to flea-bites. Flea-bite allergy is 
estimated to represent more than 30 per cent of all cases 

of skin disease in domestic anim als in the UK and US. 
Peptide's shares added Slip to 275p. 

The agreement follows Peptide's alliance with Smith- 
Kline Beecham last February for human allergy vaccine. 


McLeod Russel in Dutch buy 


McLeod Russel is expanding its speciality surface 
coatings division with the acquisition of Eurogard of the 
Netherlands, from GE Plastics for FI 15.6m ($7.7m) «»gh. 
In addition, McLeod will assume net debt of FI 3.5m. 

Eurogard had sales of FI 18.4m in 1996. with pre-tax ‘ . 
profits of FI 2.9m including non-recurring income of 
FI 550,000. The profits were earned on the basis of pricing 
arrangements with GE Plastics. Revised arrangements ’ . 
applying after the McLeod purchase would, on a 
pro-forma basis, have reduced 1996 pre-tax profits to- 
FI 2.2m. 
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he number of people 
who explore the internet 
on a home computer has 
exploded in recent years, 
many more continue to 
access data 'services via a more 
fa m iliar device: the television set 
The system used, teletext, is- 
available on, millions of televi- 
sions around the world. Now, 
broadcasters .are aiming to use 
digital TV technology to intro- 
duce. greatly, enhanced: teletext 
services. 

Teletext transmits text and 
graphics over the air, which can 
be decoded and. displayed by a 
suitably equipped TV set. By 
using a remote .control handset, 
viewers can access a variety of 
teletext , services such as news, 
weather,:' sport, travel and finan- 
cial information. 

In many countries, teletext ser- 
vices tue popular: almost two out 
of. three UK homes have a tele- 
text' television, and In Switzer- 
land. 55 per cent of homes regu- 
larly use teletext services. 

“We have one of the highest 
penetrations of home PCs in the 
world - 36 per cent - but only 7 
per cent of owners use the inter- 
net. Teletext is easily the most 
important data service for con- 
sumers,” says Daniel Kramer, 
managing director of Teletext 
SA. the Swiss commercial tele- 
text company. - . 

Teletext services are widely 
available around the world, the 
main exception being North 
America. 

“China began its teletext ser- 
vice. three years ago; and Portu- 
gal,. Greece and Rom ania are 
about to start teletext services, 
says Danny Payea. sales manager 
of the UK company VG Broad- 
cast which sells teletext equip- 
ment all over the world. 

Teletext works by transmitting 
data along with the sound and 
video. Information. The screen 
display on European TV systems 
is composed of 625 picture fines. 
But only 576 lines are used for 
the picture information, mid tele- 
text data is placed on some of the 
remaining “spare” lines. Ordi- 
nary TVs ignore the teletext 
data, but sets with a teletext 
decoder can read the data and 
display many “pages” of informa- 
tion.. 

Teletext was developed in the 
mid-1970s and it shows. The stan- 
dard adopted by mast countries . 
was developed by . the BBC and 
the UK’s independent television 
sector. Known as World Standanl 
Teletext, the system displays 24 
lines of text, each with 40 charac- . 
ters (including spaces). The tele- 
text display can have up to eight 
colours, and each teletext page 
uses just' one . kilobyte of data. 
This means that TVs require only 
a small amount of memory for., i 
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A new TV look 

The advent of digital television will make teletext 
services more sophisticated, writes George Cole 


each page, but the downside is 
that the teletext display looks 
primitive when compared with a 
computer screen. 

Accessing teletext pages Is 
slow and clumsy. The pages are 
transmitted on a rotational basis, 
and the viewer selects a page by 
entering its number on a remote 
control handset. The teletext 
decoder waits for the appropriate 
page to appear and then “grabs” 
it. This can take as long as 20 
seconds. 

Level 25, an enhanced teletext 
system launched last year, has 
better graphics, more colours and 
new features, but few broadcast- 
ers are p lanning to use it now 
that digital television . is spread- 
ing throughout the world. 

“The problem with enhancing 
today's teletext system is that 
you are trapped by the vast num- 
ber of receivers out there which 
are designed far the older teletext 
service - you don’t want to leave 
them behind,” says Gordon May- 
nard, technical director of the UK 
commercial teletext service Tele- 
text Ltd. “With digital we can 
start with a clean slate.” r 

Teletext on digital TV will offer 
more colours (256), smoother 
graphics and a wide range of 
fonts and letters. It will also 


include faster page access, 
sophisticated finks between 
pages and the ability to display 
photographic images and text 
New business opportunities 
will be created, says David Klein, 
general manager of Skytext Ser- 
vices, the teletext service oper- 
ated by UK satellite broadcaster 
BSkyB. “For the first time we’ll 

‘People don’t want 
to operate their 
television like a 
computer. They 
want simple 
navigation systems 
like page numbers’ 

be able to display company 
brands and logos.” 

In many countries, teletext ser- 
vices are a thriving commercial 
operation. "When teletext first 
appeared no one was really sure 
what it would be used far, except 
for sub-titling programmes. 
Today, it’s a growing business,” 
says Mr Klein. One in 10 holidays 
in the UK are sold via teletext 
services, generating around £40m 
pounds of advertising revenue a 


year. Little wonder that 5Text, 
the new (October 1997) teletext 
service formed by BSkyB and the 
UK commercial television com- 
pany Channel 5, is targeting the 
holiday and travel markets. 

The UK company Data Broad- 
casting International operates 
teletext services to subscribers 
and closed user groups. Its ser- 
vices include equity and financial 
news, credit card fraud preven- 
tion and travel information. A 
number of satellite television 
channels, including Disney and 
Fox Kids, use teletext to promote 
their programmes. 

BSkyB. which is planning to 
launch a digital service early this 
year, is developing a digital tele- 
text service, code-named Sky 
SuperText. The French pay-TV 
company Canal Plus runs an 
employment and careers channel 
Demaiul on its digital satellite 
service. Canal Satellite Numeri- 
que. It includes more than 500 
pages of job advertisements, 
training courses and related 
information. Canal Plus also 
operates a home shopping chan- 
nel, Spectacle, whose electronic 
catalogue has more than 200 
pages of text and pictures. 

The Digital Multiplex Group, 
which represents broadcasters 


planning to launch digital terres- 
trial television in the UK this 
autumn, plans to launch a tele- 
text service which will include 
the facility of mixing a quarter- 
screen picture with teletext: 
“You could be watching a cook- 
ery progr amm e and have the rec- 
ipe onscreen as you watched the 
cake being made,” says Mr May- 
nard. Teletext in the UK and 
Independent Television News are 
developing a new digital service, 
The Information Channel, with 
ITN providing the visuals and 
Teletext supplying the support- 
ing text. 

But the arrival of teletext on 
digital television is not without 
its problems. Broadcasters have 
developed their own proprietary 
digital teletext systems, which 
means that digital set-top boxes 
or digital receivers will not be 
able to receive teletext services 
from different companies. But 

work is in hand to develop a com- 
mon application program inter- 
face (API), software which will 
enable digital decoders to offer a 
variety of teletext services. 

The lack of a common API is 
one reason why Mr Kramer 
would like to see digital broad- 
casters continue to offer existing 
teletext services on tbeir new 
channels: “Today's teletext ser- 
vices are familiar, popular and 
available now," he says. 

Companies such as Nokia, 
Panasonic, Thomson and Sagem 
are developing digital decoders 
that can offer existing teletext 
services. 

Some digital decoders will have 
built-in teletext generators, bat 
the problem with this system is 
that viewers wiil need two 
remote control units - one for 
the television channels and the 
second for the decoder’s teletext 
service. 

A better solution is for the 
decoder to insert the teletext data 
on to the part of the picture that 
includes the spare lines, so that 
the teletext can be decoded inside 
the television. Nokia and X-C-om 
have developed digital decoders 
with this facility. 

Digital teletext wiil still retain 
some of the features found on 
today's service, says Peter Clif- 
ton. editor of the BBC’s teletext 
service. Ceefax. 

“People want simple naviga- 
tion systems like page numbers 
and coloured buttons. Features 
such as ‘hot finks’ have to be 
used sparingly. And viewers 
would rather have faster access 
than fancy graphics.” 

Mr Maynard agrees: “The infor- 
mation content of digital teletext 
will be similar to today's ser- 
vices. Digital teletext wifi look 
better, work faster, but will oper- 
ate in a way that is familiar to I 
current users.” I 


The power of 
vegetables 

Tom Mead reports on a possible 
alternative to fossil fuels 


Many failed attempts - whether 
based on reason or voodoo - 
have been made over the centu- 
ries to produce feasible alterna- 
tive fuels. 

Not surprisingly, therefore, 
any announcement of the latest 
alternative fuel development is 
likely to be met with a healthy 
dose of scepticism - even though 
energy efficiency is taking on 
new urgency. 

The latest target far cynics is 
the Massachusetts Institute of 

Technology __ 

(MIT). Research- 
ers there think 
they may have 
devised a means 
to convert vege- 
table oils and 
other biocrude 
oils into a via- 
ble industrial 
and automotive 
fuel. And these 
new alchemists 
may have a 
chance of suc- 
ceeding. 

The team at 
MIT are refining 
a 15-year-old 
technology ini- 
tially developed 
in the former 
Soviet Onion. The successful 
development of snch a device 
could reduce the world’s depen- 
dence on fossil fnels. decrease 
emissions of the greenhouse gas 
carbon dioxide and significantly 
reduce the amount of smog- 
producing pollutants associated 
with engines homing traditional 
fuels. 

The device is a “plasma tron". 
These have been used for some 
time to produce hydrogen-rich 
gas for industrial applications 
such as metallurgical processing. 
Unfortunately, they are typically 
about the size of a car engine 
and require large amounts of 
electricity. 

However, the researchers at 
MIT have developed a miniatur- 
ised lkW plasmatron that can be 
held in the hands - thus extend- 
ing its application to transporta- 
tion. 

The compact coffee can-sized 
MIT plasmatron is small and 
light enough to be incorporated 
as just another vehicle sub- 
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assembly alongside the existing 
vehicle systems. When installed 
in a vehicle it would function as 
an onboard “oil refinery”, con- 
verting a range of fnels into 
a high-quality, hydrogen-rich 
gas. 

The “oil refinery” is a type of 
electrical gas heater. Fuel 
injected into the plasmatron is 
exposed to an arc of electricity 
that turns the fuel and surround- 
ing air into an electrically 
charged gas. or plasma. Adding a 

small amount of 

this hydrogen- 
rich gas to the 
vehicle's ordi- 
nary fossil fuel 
reduces the 
amount of fossil 
fuel burned and 
can also signifi- 
cantly reduce 
the amount of 
polluting emis- 
sions. 

The MIT plas- 
matron works 
well with a vari- 
ety of fuels and 
has achieved 
conversion lev- 
els of more than 
90 per cent in 
transforming 
petrol, diesel and biocrude fuels 
into hydrogen-rich gas. Although 
the apparatus could process all 
the fuel required by a vehicle, it 
is currently more cost-effective . 
to convert only a fraction of the 
fuel into the hydrogen-rich 
gas. 

The equipment could be com- 
mercially available within four 
to six years. It is expected that 
the device will cost just a few 
per cent of the total cost of the 
vehicle and will need to be 
replaced two to four times 
over the lifetime of the vehicle. 

“This device might dramatic- 
ally reduce air pollution from 
antos and trucks without a 
major increase in costs and 
inconvenience.” says Daniel 
Cohn, a senior research scientist 
at the MXT Plasma Science and 
Fusion Center. 

“The device has near-term 
applications. No major advances 
are needed in internal combus- 
tion engine design to incorporate 
iL” 


LAW 






EUROPEAN 

COURT 


When Jmple- 

menting a 
directive; 
European 
Union mem- 
ber states tee 
under a legal 
obligation not 
to adopt mea- 
sures liable to compromise 
the aims of the directive dur- 
ing the period laid down for 
its implementation, the 
European Court of Justice 
has ruled. 

A Belgian ter vironmental 
group brought proceedings 
against the Walloon region. 
It alleged the region’s imple- 
mentation of various envi- 
ronmental directives on 
waste and disposal was 
flawed. 

Under the directives any 
company carrying out .waste 
disposal or recovery had to 
obtain a permit. The only, 
exception was. where compa- 
nies carried out . their own 
waste disposal at the place 
~ of production or where they 
carried out waste recovery. 
The exception did not apply 
to hazardous waste. 

. The. order, made .by the 
Walloon region stated per- 
mits wore not necessary for 
installations, intended for the 
• collection^., pre-treatment,-. 
. disposalor recovery of. toxic 

waste, where such installa- 

k tion -was^ah integrai-iMirt of' 
an industrial ptocess. ... 

The Belgian . Cdniseil d!Etat 
said the order ‘ contravened 
EU law, but noted that 4 '; 
had beanadopted during the. ' 
periodafiowed'forimpletnen- 
tation of the dir ec ti v e s. 

Unsure, to what extent EU:; 
states could adopt’ measures 
contrary to;a. dh?ectiye dur- 
ing its Implementation; 
period* it xrferredthe matter 
to Luxembouiig.. -.. / „ — 
The Belgian 7 court also 
asked for assistance on the 
EU definitirin^bf- waste and 
: whether it - 'included sub- 
stances that directly or indi- 
rectly formed ian-integral' 
part of an industrial process. 

The envtrimmentte ^group; 
argued that .wheTe' a ; .direc- 
tive wasimplemeteedbteore. 
the aid of • th& prescribed 
period; .intelementatiein - r had. ._ 

. to be. consistent r wlth the 
directive’s provisions. The 
European, Commission sup- 
ported 'that vjew. r v '*• . 

i- *' ' - 


Belgium. France and the 
UK argued that until ihe 
implementation period had 
expired, states' were free to 
adopt national measures at 
variance with a directive. 
The UK added that it would 
be unlawful for a state to 
adopt measures that made it 
impossible or excessively dif- 
ficult to transpose the direc- 
tive correctly into domestic 
law.' ', 

The Court said the obliga- 
tion on EU states to take all 
measures ; necessary to 
achieve the result prescribed 
by. a' directive was a binding 
obligation imposed by the 
Treaty of Roma and the 
directive itself. 

,, Under the treaty a direc- 
tive had legal effect from the 
moment - of notification. 
Where a dkective set out an 
implementation period, 
states could not be faulted 
for Aot carrying out imple- 
mentation before the end of 
that period. During that 
period states had to ensure 
the ate?- of the directive 
were achieved by the end of 
the period. 

The Court said it followed 
from toe treaty that during 
the implementation period, 
states had to refrain from 
taking measures liable^ to 
Compromise seriously- the 

atm s of the directive. 

It was for national courts 
to - assess whether this had 
happened. In its -assessment 
a national court had to con- 
sider whether the national 
’ measure constituted _ com- 
plete ^implementation of a 
„ directive, - as well as ; the 
effects Ini', practice,, of 
applying; those incompatible 
provisions and their dura- 
tion. - r’ . 

. : The Court saM the mean- 
. fegr of “waster temed-on the 
meaning n£ “discard”. Dis- 
card covered botii disposal 
and recovery of a- subteance 
or object Hie definition of 
waste was not to be under- 
stood as excluding sub- 
stances and objects' capable 
of economic reutfilsafion. 
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McKee heads 
Raytheon in UK 

Peter McKee, who has been with 
Raytheon for more than 30 years, 
has been appointed managing 
director of Raytheon Systems Lim- 
ited, a new company formed to 
group the British interests of Ray- 
theon and Hughes defence, 
acquired last month from General 
Motors. 

McKee, a 54-year-old Briton, was 
previously managing director of 
Raytheon Corporate Jets. 

He will report directly to Dennis 
Picard, Raytheon chairman, even 
though a new US company, Ray- 
theon Systems, has been formed 
under William. Swanson following 
the completion of the Hughes 
merger. 

Raytheon, the world’s third larg- 
est defence group with annual pro 
forma turnover of $20bn in 1997, 
said toe UK operations, which have 
annual turnover of £280111, were the 
company’s largest outside the US. 

Walter W. “Buck” Bender, previ- 
ously managing director of Hughes 
UK, becomes deputy managing 
director of Raytheon Systems Lim- 
ited and managing director of toe 
systems integration division. 


Roger Barry, formerly managing 
director of Raytheon Cossor Elec- 
tronics, becomes managing direc- 
tor of the electronic systems divi- 
sion. 

The new grouping has 1.800 
employees in the UK, including 
Harlow-based Cossor which makes 
surveillance radar systems for air 
traffic control as well as “identify- 
friend-or-foe” systems; Hughes 
Electronics, based in Glenrothes: 
Raytheon TI Systems which pro- 
vides logistics support for elec- 
tronic systems; and Raytheon 
E-Systems which is seeking to win 
a £750m contract to supply air- 
borne stand-off radar (Astor) to the 
British armed forces. 

The government is expected to 
choose between Raytheon and two 
other contenders in the autumn of 
1998. 

Alexander NicolLLondon 

Senior appointments 
made by Intel 

Intel, the world’s largest semicon- 
ductor manufacturer, has 
announced a series of new appoint- 
ments including four new corpo- 
rate officers. 10 vice-presidents and 
three Intel follows - the company's 


highest ranking technical position. 

The four new corporate officers 
are Louis Burns. Sean Maloney, 
Patricia Murray and Stephen 
Smith. They have all been made 
vice-presidents of the California- 
based chip maker. 

Burns, aged 40. is director of 
information technology and 
responsible for IT throughout Intel 
He joined Intel in 1982. Maloney, 
who also joined Intel in 1962. is 
general manager of Intel’s Asia 
pacific operations and is based in 
Hong Kong. 

Murray, aged 45, joined Intel in 
1990 and is director of human 
resources. 

Smith, who is general manager 
of the Santa Clara processor divi- 
sion and responsible for developing 
and marketing Intel’s next genera- 
tion 64-bit microprocessors, joined 
Intel in 1979. 

The new vice-presidents are Alan 
Baldwin. David Cowan, Leslie Cul- 
bertson, Peter Detkin, Jami Dover. 
Shelly Floyd,' Thomas Franz, Avtar 
Saini, Gidu Shroff and Edward So. 

The newly named Intel Fellows 
are David Papworth, George Sery 
and Carl Simonsen. 

Papworth, aged 41, is director of 
microprocessor product develop- 
ment, where he designs next-gener- 


ation microprocessor architectures 
and oversees the transfer of new 
designs from prototype to high- 
volume production. 

He joined Intel in 1990 and was 
one of the lead architects of the 
Pentium Pro microprocessor. In 
1994, he became a principal proces- 
sor architect 

He is author or co-author on 37 
patents for microprocessors, com- 
puters. and computer systems, 
with approximately 29 more 
patents pending. 

Sery. who joined Intel in 1978, is 
director of device technology 
optimisation in Intel's California 
technology and manufacturing 
group. 

Simonsen. aged 46, is director of 
advanced library architecture and 
design integration in Intel’s Port- 
land technology development unit. 
He joined Intel in 1974. 

In Europe changes include the 
appointment of Rob Bcketman as 
co-general m a n ager of Intel’s Euro- 
pean, Middle East and African 
operations. Eckelman replaced 
Hans Geyer who becomes general 
manager of the memory compo- 
nents division based in Folsom, in 
the US. 

He has been with Intel nine 
years and his experience includes 


more than four years managing the 
reseller channel operation and 
emerging markets businesses in 
Asia Pacific. 

Most recently, he has been 
responsible for corporate market- 
ing activities in Europe. 

Based in Munich, Eckelman will 
co-manage Europe with Earl Whet- 
stone, who is based in Swindon. 

Paul Taylor, London 

Devonshire joins 
Ingersoll-Rand 

Ingersoll-Rand, one of the US’s big- 
gest engineering companies, has 
turned to an engineering outsider 
for its new chief financial 
officer. 

David Devonshire, who joins 
Ingersoll from the Owens- Corning 
industrial group where he was 
senior vice-president and chief 
fin a n cial officer, also was corporate 
vice-president - finance at the 
Honeywell electronics company. 
Before that he was corporate con- 
troller and at the Mead Corpora- 
tion. - 

Previous employers include 
American Hospital Supply and its 
successor, Baxter International. 

Peter Marsh. London 


Moving places 


■ NEWTEL ENTERPRISES, 
the telecommunications 
company, has named 
Stephen Wetmore president 
and chief executive, to come 
into effect from February 9. 
He succeeds Vince Withers, 
who has been president and 
chief-executive since 1990. 
Most recently Wetmore was 
president of Air Atlantic. 

■ THE NEW YORK 
MERCANTILE EXCHANGE 
has appointed Michael 
Campanefii vice-president of 
theCQMEX division's 
trading floor operations. His 
responsibilities include 
overseeing trading floor staff 
and operations on the 

Comex trading floor, 
ensuring the proper 

fnnrtinning of the price . 
reporting system and trade 
processing. 

■ Chief executive of 
LENZING. Heinrich 
Stepniczka. and chief 
financial officer Peter 
Skoupy are to resign in 
nnd-1998. As an interim 
measure Lenzing will 
appoint Martin Lenz as chief 
prianagpmpnt board 
representative. 

Chile’s main electricity 
distributor CHILE CTRA has 
named acting general 
manager Marcelo Silva its 


new general manager. Silva 
hart been acting aa general 
manager since early 
November when former 
chief executive Marcos 
Zylberberg- resigned. 

■ THAI MILITARY BANK 
has appointed former 
finance minister T hannng 
Bidaya as senior managing 
director to replace Som chart 
Intratut. Thanong was the 
bank’s managing director 
before resigning to become 
finamy minister <r> the 

. Chavalit Yongchaiyudh 
government 

■ In a move to consolidate 
its position as the premier 
domestically based Latin 
American investment bank, 
ENTERACCIONES GLOBAL 
and its parent company 
INTERACaONES CASA DE 
BOLSA have added to its 
team Miguel Santiago and 
Gerado Saenz. Santiago joins 
Interactiones Global as 
vice-president and head of 
New York fixed income. 

Most recently he was senior 
vice-president of emerging 
martlets at Merit Capital 
Saenz joins Interacciones as 
a senior analyst in the firm’s 
research department in 
Mexico. He was previously a 
senior analyst at Serfin Casa 
deBolsa. 

■ BANK OF AMERICA has 
established an Eastern 


European Local Currency 
unit within the Global 
Capital Markets Group in 
London and appointed Alan 
Douglas to head the new 
team. The unit, which will 
trade local currency 
securities and foreign 
pyrhang e in emerging 
European currencies, was 
established jointly by Bank 
of America’s Foreign 
Exchange and Emerging 
Markets Trading businesses. 
Douglas has joined Bank of 
America from HSBC Midland 
where he ran the Central 
and Eastern Europe, Middle 
East and Africa local 
currency group. 

■ Hans-Erik Andersson has 
been appointed executive 
vice-president of SKANDIA 
INSURANCE. Within the 
corporate management 
group Andersson holds 
respansioility for group 
non-life insurance matters. 

■ Hans-UIrich Doerig, 
currently chairman of the 
executive board and chief 
executive of Credit Suisse 
First Boston, has been 
appointed vice-chairman of 
the executive board and 
chief risk officer of CREDIT 
SUISSE GROUP. He will 
have responsibility for the 
group’s global risk 
management and will take a 
seat on the relevant 


committees in the different 
business units. Doerig joined 
Credit Suisse in 1973. 

■ TELEFONICA 
ENTERNACIONAL , the 
overseas arm of Spanish 
telecoms firm Telefonica, 
has appointed a new director 
general Javier NadaL 48. 
will be responsible primarily 
for the Brazilian arm of the - 
group over the next few 
months. Nadal was formerly 
president of Telefonica’s 
Argentinian arm. 

■ AIR FRANCE has 
appointed Claude Sereno 
director, strategy 
development, IT and 
international relations. He 
replaces Bernard Dubroca 
who is to become general 
secretary of Cargo at the 
International Air Transport 
Association in Montreal 
Sereno previously headed 
Air France Cargo’s IT 
engineering department and 
until last April had been 
seconded to air cargo 
information service, TYaxon, 
where he was chief 
executive. Europe. Air 
France is one of the main 
airline shareholders in 
Traxon. 

■ Dutch paper group KNP 
BT bag announced tha t chief 
financial officer Rob Bonnier 
has resigned for personal 
reasons. Bonniers departure 


follows that of chairman 
Frank de Wit. 

■ Hartmut Kraemer, 51. has 
been appointed chairman of 
the REDOUTE GROUP, part 
of Pinault-Printemps- 
Redoute. He succeeds Joel 
Saveuse who has joined 
Carrefbur. 

■ AMERICAN ELECTRIC 
POWER has announced that 
Gerald Maloney, executive 
vice-president and chief 
financial officer, and Peter 
DeMaria, executive 
vice-president for 
administration and chief 
accounting officer, both plan 
to retire from the company 
in April. American Electric 
said there has been no 
decision made yet about 
naming permanent 


replacements to the posts 
held by Maloney and 
DeMaria. 

■ BASF has appointed Peter 
Oakley to the management 
board, effective from May 20. 
An American, Oakley will be 
the first non-German to sit 
on BASF's management 
board. He will succeed 
Gerhard Wolf, who will 
retire at the annual 
shareholders meeting in 
May. Oakley will be 
responsible for the group's 
activities in North and South 
America and for BASF's 
fibres products business. 


Wolf is currently responsible 
for the regions Northern and 
Southern Europe and for the 
business areas fertilisers, 
crop protection and 
pharmaceuticals. This 
position will be held by 
Eggert Voscherau. 

■ MELLON BANK has 
announced that Stephen 
Burke, chairman, president 
and chief executive of 
Mellon Bank - 
Commonwealth region, 
intends to retire in March. 
Ralph Papa, current 
chairman, president and 
chief executive of the bank's 
Central region, will serve a 
dual role as chairman and 
chief executive officer of the 
Commonwealth Region as 
well. In addition, David 
Skerpon, manager of 
Commonwealth's banking 
division, will also become 
president and chief 
operating officer of the 
region. 

International 

appointments 

Please fax information 
on new appointments 
and retirements to 
+44 171 873 3926, marked 
for International People. 

Set fox to ‘fine’. 
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Prices soar on US interest rate hopes 


GOVERNMENT BONDS 


By Vincent Boland 

in London and 

John Labate fn New York 

Government bond markets 
soared yesterday on the first 
real trading day of 1998 as 
fading prospects of a rise in 
US interest rates, continued 
weakness in Asian financial 
markets and a rush of new 
year investment provided 
the perfect backdrop for a 
rally. 

The yield on the 30-year 
US Treasury bond fell to a 
new low below 5.75 per cent 
while yields on most Euro- 
pean bond markets also fell 
sharply. 

The catalyst was a week- 
end comment by Alan 
Greenspan, chairman of the 
US Federal Reserve, that 
deflation - falling prices - 
was emerging as a danger 
now that inflation - rising 
prices - had been tamed. 


Mr Greenspan’s remarks 
strengthened the view that 
US interest rates would not 
rise and that a rate cut was 
more likely. 

“Alan Greenspan has fully 
convinced the markets that 
any likelihood of the Federal 
Reserve tightening now is 
completely off the agenda for 
the foreseeable future,” said 
Jeremy Hawkins, chief econ- 
omist at Bank of America in 
London- 

Few analysts believe yes- 
terday's performance would 
be repeated today or that it 
would set the tone for trad- 
ing patterns in 1998, but 
there was now “a very solid 

belief in the ‘goldilocks’ sce- 
nario” of steady economic 
growth with low inflation, 
Mr Hawkins said. 

By early afternoon the 
30-year benchmark US 
TREASURY had surged lg 
to 105*. sending the yield 
down to 5.742 per cent, its 
lowest in 20 years. 


The yield broke through 
the previous record low of 
5.77 per cent set in October 
1993, which itself was the 
lowest since the 30-year bond 
began regular issuance in 
1977. 

Shorter-term issues were 
also stronger. The 10-year 
note jumped ft to 1046. 
yielding 5.523 per cent, while 
the two-year note gained 
A to 100A, yielding 5.473 per 
cent. By comparison, the 
Federal Funds rate was at 
5.62 per cent 

"The market is being 
driven by several factors and 
the tone Is still positive," 
said David Ging. market 
strategist at Donaldson, Luf- 
kin & Jenrette. 

In addition to thoughts of 
deflation, the US dollar was 
also sharply higher, rising to 
Y133.83 against the yen. 
Asian markets were weaker 
overnight, another factor 
that drives buying in US 
bonds. 


In Europe, the yield on 
10-year GERMAN BONDS, 
increasingly the beneficiary 
of safe-haven buying by 
investors fearful of the fall- 
out from Asia's turmoil, fell 
to 5.21 per cent in heavy 
trading amid signs that the 
country’s economic growth 
was slowing and that compa- 
nies were concerned about 
Asia’s impact on their busi- 
nesses. 

Analysts said the market 
was reading this as a sign 
that the Bundesbank, like 
the Fed, had no immediate 
reason to raise interest rates 
soon- 

in busy futures trading, 
the March bund future set- 
tled in London at 105.38, up 
1.24, after earlier hitting an 
all-time high of 105.43 for the 
contract, with 182,000 con- 
tracts exchanged. 

The buoyant market cre- 
ated a very favourable back- 
ground for the government’s 
plans to issue DM15bn of the 


10-year bund, for which bids 
are due tomorrow. Another 
DM 15b n of the bund is 
expected to be issued over 
the next two months. 

FRENCH BONDS also rose 
sharply, tracking German 
bunds, as the government 
unveiled details of its fund- 
ing requirements for 1998 
and said it would issue 
within the next six months a 
new 30-year bond maturing 
in 2029. 

The move is related to the 
desire to maintain the 
French bond market's com- 
petitive edge over Germany 
at the long end ahead of 
monetary union. 

The finance ministry- 
said it would issue FFTSSObn 
of BTANs and OATs this 
year to meet funding 
requirements. 

In Paris trading, the 
March bond future touched 
102.00 before settling 0.88 
higher at 101.94 in estimated 
volume of 118.000 contracts. 


UK GILTS were also 
boosted by forecasts of a 
slowdown in.' the economy, 
adding strength to the argu- 
ment that ■ interest rates 
might have peaked for the 
moment, although there Is 
no consensus in the City on 
the direction of UK base 
rates. The March fixture set- 
tled at 122 1 . up 1%. 

The spread over l O-year 
bunds closed at 103 basis 
points after earlier briefly 
going below 100 points. 
Spread tightening is one of 
the thanes for 1998 in the 
run-up to Emu, with gilts 
seen as a safe haven in. the 
event of trouble and as a 
convergence play should its 
likely entry succeed. 

“To some extent, gilts 
appear to be in something of 
a ’no lose' situation com- 
pared to core European mar- 
kets,” said Jonathan Loynes, 
UK economist at HSBC 
Greenwefl, in a note on the 
prospects for gilts in 1998. 


Primary market revived 


INTERNATIONAL BONDS 


By Samer lskandar 

The primary market was 
revived yesterday from the 
holiday lull by the rally in 
underlying government 
bonds and investor demand 
resulting from recent high 
levels of redemptions. 

“There are always a lot of 
redemptions in the first 
quarter, so there is a lot of 
cash waiting to be invested." 
said one syndicate manager. 
“This is amplified by the fact 
that a lot of call options on 
existing bonds are exercisea- 
ble in January." 

AUSTRIA launched the 
largest ever Swiss franc 
bond, with a total amount of 
SFrl.5bn. Credit Suisse First 
Boston, lead manager, said 
the size made the deal 
attractive to institutional 
investors. The 2006 maturity 


also placed the issue in 
direct competition with the 
4.50 per cent Confederation 
bonds, which have become 
expensive. 

The sector also saw two 
large deals by TOYOTA, the 
financing arm of the Japa- 
nese car maker, and BAYKR- 
ISCHE LANDESBANK. 

Elsewhere, the Australian 
and New Zealand dollar sec- 
tors were active. Demand 
was mainly fuelled by recent 
redemptions, as well as safe 
haven buying linked to the 
turmoil in neighbouring 
south-east Aslan markets. 

A syndicate manager at 
Toronto Dominion said 
placement was also helped 
by the recent weakening of 
the currencies and the posi- 
tive yield spreads over US 
Treasuries. 

The Czech koruna sector 
was reopened by the 
WORLD BANK, launching 


the first issue in three 
months. It had seen no pri- 
mary market activity since 
October, as a result of politi- 
cal uncertainty in the Czech 
Republic, combined with the 
general wariness surround- 
ing emerging markets since 
the end of the summer. 

ING Barings, lead man- 
ager, said the choice of 
issuer reflected market con- 
ditions. "To reopen the mar- 
ket, we had to have a top 
quality credit” it said. 

Demand was bolstered by 
redemptions, with KC12bn of 
bonds maturing this month, 
including a K52.5bn issue by 
the World Bank. 

Elsewhere, bankers expect 
activity in the dollar sector 
to pick up in coming days, 
starting with a five-year 
issue by the World Bank. 
Price talk yesterday hovered 
around a spread of 17 to 18 
basis points over Treasuries. 


I New international bond 

issues 


1 

Bonxmer 

AmouRt 

m. 

Coupon 

% 

Price 

MtdorRy 

Ftitt 

% 

Spread Bookrimar 

hp 

■ US DOLLARS 





„ ; *■ 

• , • _ • ' . 

Bayorische Landasbanh(a) 

250 

S-00 

10Q.43R 

Oct 2000 Q.1B75R 

+17(6%Nov00) CSFB/NMaa Europe 

Papular RnancefCayman^ 

250 

ih) 

100.075 

Juf 1999 

0.075 

Deutsche Morgan Grenfell 

Bayeriadrie Hypo 

200 

8.00(1) 

lOQJXIR 

Feb 200(2 

025R 

-34pwiov00) ABN Amro Bank 

■ IMMRkS 






, '■ ‘ . ' 

DSL Bank 

Ibn 

5.375 

99.0BR 

Jar 2008 

0-325R 

+25fB%JuC7) Deutsche mgsbcwdr 

Draagor Hrvancot 

100 

w 

100 JOO 

Jan 2003 

050 

Dresdnw KB 

■ STERLING 







Deutsche AusgiorchsOank 

300 

6.50 

99.701 R 

Jan 2008 

0J25R 

+30(7%Dec0r) HSBC Markets/ JP Morgan 

■ SWISS FRANCS 




_ 



RepubSc at Austria 

I5tn 

325 

102.20 

Jan 2006 

2.625 

CSFB 

Toyota Motor Credit Corp 

Ibn 

3U0 

100JJ25R 

Jwi 2004 

0375R 

-10(6yr Lbr) SBavDR 

Boyertsche Landesbank 

Ibn 

3.00 

102.75 

Feb 2003 

2.00 

CSFB 

■ CANADIAN DOLLARS 







Bayariache Landeabank 

200 

525 

99J0R 

Fob 2003 

CL25R 

+15^6Sep02) TO Securities 

■ AUSTRALIAN DOLLARS 






' 

Toyota Finance Australia 

250 

5.50 

100.435 

Feb 2003 

2.00 

Ham&ros Bank 

National AustraEa Bank 

100 

6.00 

101.595 

Feb 2005 

2J30 

TO Securities 

KfW International Finance 

'■ NEW ZEALAND DOLLARS 

100 

5.625 

101.13 

Feb 2003 

UB75 

TO Securities 

Bayensche Vemnsbank 

TOO 

7.75 

10036 

Feb 2001 

150 

Hambros Bank 

Conmeizbank AG 

SWEDISH KRONOR 

100 

6.00 

100^75 

Feb 2000 

1.125 

- TD Securities 

Bayariache Hypo 

500 

6.00 

101^75 

Fab 2005 

1575 

• Kredtetbank kill Group 

■ SOUTH AFRICAN RAND 







European investment Bank 

300 

13.50 

101.38 

Feb 2003 

2m 

- Hambros Bank 

. ■ CZECH KORUNA 

* 






World Bank 

3bn 

15.75 

100.00R 

Jan 1999 

0.15R 

ING Barings 

Final terms. non-caOable unless stated. Yield spread (over relevant government bond) at launch supplied by lead manager, t 

Ftaattng-tHte note. R: Fixed re-ofter price: fees shown at re-ofler leveL a) Fungible with S500m Pius 95 days accrued, b) 
3-mth Libor flaL c) 6-mth lixr +50bp_ 1) Long 1st coupon. 


futures on 


By fflkki Tail in Chicago " 

The Chicago Board of Trade,, 
the world's largest deriva- 
tives exchange, said it was 
planning to launch a new 
real estate futures contract 
and co nfirme d it intended to 
go ahead with two types of 
electricity contract 

It said that the property 
contract would.be based on a 
Dow Jones index of real 
estate investment trusts. 

The electricity contracts 
are being devised In conjunc- 
tion with Commonwealth 
Edison, the Illinois-based 
utility, and reflect continu- 
ing deregulation of the US 
electricity markets. At pres- 
ent, US electricity futures 
are traded only on the New 
York Mercantile Exchange. 

. The announcements came 
as the CBOT released record 
trading figures for 1997, with 
volumes growing by 9.1 per 
cent to 242.7m contracts. The 
figures were boosted by new 
contracts on the Dow Jones 
Industrial Average, which 
saw 755,476 contracts traded 
since the October 6 launch, 
and also by record volumes 
for soyabean futures. 

But Patrick Arbor, chair- 
man, acknowledged the 
CBOT faced “competition 
from every front as we never 
did before”, citing both elec- 
tronic trading alternatives 
and the over-the-counter 
market as specific rivals. He 
said he was still “optimistic” 
that agreement would be 
reached with the Chicago 
Mercantile Exchange, the 
CBOTs main US rival over 
a common clearing system - 
a move which would help 
reduce member firms’ costs. 

He also said the exchange 
expected to have a dozen 
London-based terminals link- 


ing into its after-hours elec- 
tronic trading system - 
"Project A" - by the end of 
March, and to move these 
into continental Europe and 
Other markets later , in the 
year. . . ' . 

The Chicago Mercantile 
Exchange reported a 13.4 per 
cent increase in ' volumes to 
200.7m contracts in 1997, In 
December alone, volumes 
were up by 29.’5 per cent. 
However, the CME results 
were still slightly short of 
the '205.3m contract s traded 
in 1994. the exchange's 
reconi year. 

• Liffe, the London Interna- 
tional Financial Futures and 
Options Exchange, traded 
209.4m contracts (a nominal 
daily average of £178 Abu) in 
its 15th anniversary year, an 
increase of 25 per cent from 
the record set In 1966, writes 
■OaTripr ls kandar . 

Daniel Hodson. chief ex& 
utive, reaffirmed Liffe’s 
ambition to “become the 
world centre for trading 
futures and options in 
euros”, the planned single 
European currency. He also 
highlighted the “many cbal- . 
. lenges" facing Liffe, particu- 
larly a three-way strategic 
alliance between the French, 
German and Swiss deriva- 
tives exchanges. 

For the year as a whole,. 
Liffe captured 59 per cent of 
trading in German bund 
futures, Europe's most liquid 
10-year bond contract v 

Jack Wigglesworth. chair , 
man, said the “dramatic” 
increase in trading volumes 
had “resulted in Liffe over- 
taking the Chicago Mercan- 
tile Exchange to become the 
world's second largest 
futures and options 
exchange for the first .time 
in its history”. 


WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 


JanS 


EM 


EM Day cftg Wk chg Month Year 


Australia 

(MTX) 

7.000 1033426 

5.13 

-0.23 

-0.16 

-005 

-1.18 


1007 

10.000 131.3185 

572 

-035 

-0.16 

-042 

-130 

Austria 

09*9 

7-000 1043600 

433 

-0.05 

-031 

-017 

♦047 


07417 

5.625 1024600 

538 

-0.13 

-035 

-022 

-060 

Belgium 

01/00 

4.000 99.5300 

434 

-0.10 

-031 

-033 

+031 


03/07 

6-250 1063000 

534 

-0.11 

-031 

-022 

-0.70 

Canada 

09/99 

4.750 99.7700 

4.89 

-039 

-032 

+034 

+061 


06/07 

7250 1133000 

5.40 

-0.11 

-0-25 

-024 

-1.15 

Denmark 

12/99 

BJMO 102.6100 

4,44 

-037 

-0.02 

-029 

+042 


11/07 

7.000 111.1200 

531 

-0.14 

-0.10 

-OM 

-1.11 

Finland 

01/33 

11.000 106^200 

334 

-033 

-007 

-029 

+0.11 


0406 

7250 112.6860 

531 

-0.09 

-033 

-028 

-133 

Franca 

01/00 

4.000 99.6600 

4.10 

-035 

-031 

-016 

+0.00 


10/04 

8.750 110.4000 

431 

-0.10 

-035 

-027 

-041 


10/07 

5300 1023800 

5.10 

-0.13 

-038 

-025 

-0.68 


10/25 

6300 103.7900 

6.73 

-0.13 

-aio 

-023 

-1.13 

Germany 

cam 

4.000 99-8900 

436 

-0.05 

- 

-0.15 

+030 


11/M 

7.500 114.1500 

5.00 

-an 

-036 

-021 

-032 


07/07 

a 000 105.8800 

5.10 

-0.13 

-0 07 

-024 

-0.76 


07/27 

6-500 1103400 

5.70 

-0.15 

-0.09 

-023 

-134 

Ireland 

04/99 

6350 101 £300 

434 

-0.14 

-0.04 

-037 

-134 


08/08 

BJMO 1172000 

5.44 

-0.10 

-032 

-030 

-136 

Italy 

05/00 

6.000 102.6800 

4.77 

-039 

+0.03 

-030 

-135 


05/02 

6350 104.6900 

533 

-0.10 

-031 

-035 

-132 


07/07 

6.7S0 1 09/1500 

5.46 

-0.11 

-035 

-033 

-218 


11/26 

7330 1176200 

535 

-0.10 

-a 03 

-033 

-221 

Japan 

03AM 

6.400 1123700 

0.60 

-0.05 

-0.06 

+014 

-019 


12/02 

4.000 1183500 

135 

-034 

-0.04 

+003 

-071 


09/U5 

3300 1003200 

137 

-035 

-0.04 

+031 

-031 


09/17 

3.000 107.4500 

252 

-0.03 

-032 

+003 

-037 

Netherlands 

11/99 

7300 105.7600 

4.10 

-034 

_ 

-016 

+070 


02/07 

5.750 1M2100 

5.16 

-0.13 

-036 

-023 

-035 

New Zealand 

02AM 

6-500 98.1506 

7.40 

-0.13 

-0.13 

+031 

+033 


11/06 

3JM0 107.4501 

fl-04 

-0.19 

-3.12 

+031 

-033 

Norway 

01/99 

0.000 1 M.7700 

430 

-0.09 

-an 

-aio 

-015 


01/07 

6.760 1094500 

5.40 

-0.11 

-033 

-O10 

-036 

Portugal 

03/99 

0300 104.4286 

432 

-034 

-032 

-021 

-128 


02/07 

G.625 1073151 

5.S1 

-0.10 

-034 

-020 

-1.42 

Spain 

07/99 

7400 1043337 

4.43 

-033 

_ 

-025 

-127 


03/07 

7350 113.6149 

543 

-0.12 

-037 

-030 

-130 

Stratton 

01/30 

11.000 1053852 

532 

-038 

-036 

-020 

+038 


00/07 

BJXM 115.5659 

533 

-0.16 

-0.13 

-037 

-137 

Switzerland 

03AM 

5.000 106X400 

13S 

-0.03 

-033 

+036 

-024 


06/07 

4300 1103000 

331 

-037 

-034 

-030 

-070 

UK 

OB/99 

6-000 993000 

337 

-ais 

-036 

-036 

-002 


11/04 

6.750 102.7656 

B35 

-0.17 

-039 

-0.40 

-126 


12/07 

7350 106.1875 

6.13 

-0.15 

-037 

-0.4a 

-137 


06/21 

3 .000 1234063 

6.11 

-0-12 

-037 

-035 

-1.70 

US 

10/99 

5.625 100.1000 

531 

-0.11 

-020 

-020 

-043 


11/M 

7.075 113.1330 

5J5 

-0.14 

-0 22 

-038 

-0.72 


06/07 

6.125 1043660 

534 

-0.12 

-032 

-036 

-036 


08/27 

6375 1003310 

5.00 

-0.10 

-0.17 

-033 

-033 

ECU 

01AM 

4300 093300 

4.50 

-a 12 

-035 

-0.15 

+036 


04/07 

530Q 1013000 

531 

-0.15 

-037 

-020 

-039 


London dosng. t+ew York mtd day. 

VWdK Local market sandanVArmuafeed ytad t 
ta» m 12Ji p ttt cent nailable by n o ra mtaanta. 

10 YEAR BENCHMARK 


Eouce: Interactive Dala/FT Momwiiofl 
. Ytetflg shown tor Italy axcUde atfihottig 


fen S 

Bid 

Yield 

Spread Sfnad 
va v3 

Bunds T-Bonds 


BU 

YMd 

Speed Spread 

VS V3 

Binds T-Bonds 

Austitea 

S.J2 

+033 

*0.17 New Zeetand 

084 

♦1B5 


Austria 

527 

•0 08 

-028 Norway 


6.40 

•021 

-015 

M&vm 

534 

+0.16 

-021 Ponugtt 


U1 

+022 

-004 

Canada 

540 

-021 

-0.15 Soato 


543 

*034 


Donmart 

531 

+032 

-Q-tH 8wadm 


533 

-084 

+028 

Finland 

531 

+0.12 

-024 ftwOeitond 

321 

-120 

-234 

France 

5.16 

-am 

-0.77 IJK 


0.14 

+OB5 

+058 

Germany 

S 19 

- 

-038 US 


535 

+038 


feetane 

544 

+03S 

-an ecu 


531 

•012 

-024 

tatty 

545 

•026 

-° 10 Source: totometiva Oeta/FT Infamellon 




London ddofric. - 

New York ctottno. 

Natteriandi 

5.16 

-033 

-039 Amuofeed ytald besto. 



EMERGING MARKET BONDS 










Day's 

Mttl’S 

Sprd 


Red 


S ft P Bid 

Bid 

chge 

chge 

vs 

Jan 5 

dale Coupn 

Rating price 

yield 

yid 

y« 

US 

■ EUROPE 







Croatia 

02/02 

7.000 BBS- 96.0779 

8.43 

-012 

-047 

+2.92 

Poland 

07/04 

7.125 

BBB- 101 .7831 

6.78 

-0.10 

-0.40 

+128 

Russia 

06/07 

10300 

BB- 933154 

11.10 

-012 

+032 

+5.62 

■ LATIN AMERICA 


"" . ■' 





Anjwtona 

03/27 

8.7S0 

BB 97.0000 

10.06 

-0.11 

-0.09 

+432 

Brezfl 

05/27 

10.T25 

BB- 943000 

1030 

_ 

-0.01 

+S38 

Mexico 

05/26 

11-500 

B8 1193000 

9.48 

-005 

-0.10 

+3.75 

■ ASIA 



' ;■ : . *• 





Chris 

07A36 

7.750 

BBB+ 104.1073 

7.07 

-008 

+0.19 

+1.54 

Philippines 

10716 

8.750 

BB+ 91.0419 

930 

+039 

+031 

+4.17 

Thailand 

04/07 

7.750 

A- 803028 

1030 

+0.08 

+1.31 

+536 

■ AFWCA/MIDDLE EAST • 






Lebanon 

07/00 

9.125 

BB- 103.5980 

749 

-0.10 

-035 

+230 

South Africa 10/06 

8375 

BB+ 1023093 

7.91 

-0.10 

-022 

+238 

Turkey 

09/07 

10.000 

B 102,1001 

934 

-0.10 

-031 

+4.10 

■ BRADY BONDS 


- . - • • • ’ - f 





Argentina 

am 

5300 

BB 74.5000 

042 

-0.07 

-024 

+2.72 

Bradl 

04/14 

4.500 

BB- 78.6300 

934 

+033 

+322 

+4.33 

Mexico 

12/19 

0250 

BB 84.0300 

7.71 

-0.13 

-027 

+2.05 

Venezuela 

03/20 

6.750 

B+ 882500 

7.88 

-0.10 

-021 

+221 


London cluing Prices mu«. 
Standard S Poor's ratings. 


Sdun* Wmctrw MaflFT Information, 


BOND FUTURES AND OPTIONS 
France 

■ NOTIONAL FRENCH BONO FUTURES (MATlf) FFr500,000 


US CORPORATE BONDS 


Jan S 


Red S & P 

date Coupn Rating 



Open 

Sett price Change 

High 

Low 

EsL vol. Open int 

■ UTILITIES 








Mar 

101.54 

101-94 

+068. 

102.00 

101.48 

110,129 

114.313 

Pac Bell 

07/02 

725 

AA- 

1042088 

6.18 

-005 

-on 

Jun 

10032 

10124 

+038 

101. IB 

.10032 

1387 

909 

NY Tel 

08/25 

7.00 

A+ 

. 99.1902 

-736 

.-0.05 

-0.08 

Sep 

10038 

101.00 

+038 

10038 

10058 

2 

- 

CWE 

05AJ8 

8.00 

BBB 

109.3686 

6.72 

-036 

-aio 


□ay's Mttl's Sped 
Bid chge chge v 
yield yW ytd Govts 


+0.45 


■ LONG TERM FRB4CH BOND OPTIONS (MATIF) 


Strike 

Price 

Jen 

CALLS - 

Feb 

Mar 

Jan 

- PUTS - 
Feb 


97 

3.78 

334 

334 

OOI 

008 

026 

98 

230 

232 

236 

003 

0.15 

0.49 

99 

136 

2.05 

139 

0.08 

028 

0.81 

100 

1.03 

127 

133 

025 

030 

123 

101 

042 

0.89 

0.89 

0.63 

031 

1.78 

EsL voL tab* Cife 7372 

Puts 11/515. Ptortoug dayt open m. Cafe E2277 Puts B5A2B . 


Germany 

■ NOTIONAL QSRMAN BUND FUTURES (LTFFET DM250.000 lOOths of 100% 


Open Sett price Change High Low EsL vo> Open int 
Mar 104.50 105.38 +1.24 IDS. 45 1D4J50 182490 224633 
Jun 104.79 +124 0 1144 

■ BUND nJTURES OPTIONS (UFFE] DM250,000 poktis of 100% 


Strike 

Price 

Fob 

Mar 

CALLS - 
Apr 

Jin 

Feb 

Mar 

PUTS — 
Apr 

Jun 

10500 

0.70 

130 

0.91 

122 

0.32 

032 

1.12 

143 

10550 

031 

0.73 

0.68 

089 

033 

0.85 

1.39 

1.70 

10600 

021 

031 

0.50 

0.80 

0.83 

1.13 

1.71 

231 

Eat vol. totaL Cafe 20687 Puts 23277. Premia day’s open bn. Cafe 126457 Puts 13537- 


■ NOTIONAL GERMAN BUND (BOBU FUTURES 
(DTB) DM250,000 lOOths of 100% 


Mar 


Open Sett price Change 
104.32 10452 +0.31 


High 

10L56 


Low 

104.32 


EsL vol Open Int. 
103.969 100,862 


NOTIONAL OSMAN BOBL FUTURES 0-IFFE|* DM250,000 1 GOtha of 100% 


Open Sett price Change High Low EsL vol Open int 
Mar 104.53 104.54 +0.53 104.55 104.33 4080 33.566 

Jun 104.00 104.00 +0.58 

Italy 

■ NOTIONAL ITALIAN GOVT. BOND (BTP) FUTURES 
(LIFFE]- Ura 200m lOOths of 100% 


Open 

116.05 


Sen price Change 
116.73 *1.19 

118.13 +1.19 


High 

116.82 


Low 

116.05 


EsL vol Open Int. 
53161 115726 

0 146 


■ ITALIAN GOVT. BOND (BTO FUTURES OPTIONS (UFFE] LtraSOOm lOOths (tt 100% 


Strike 

Price 

Mar 

■ CALLS 

Jun 

Mar 

■ PUTS 

Jun 

11660 

0.92 

130 

069 

137 

11700 

0.66 

039 

0.93 

136 

11750 

0.45 

/ 080 

122 

217 


ESL uoL UM, CaSto 3SBB Putt 832. Protore day’s open Ira., COM +127* Puls 47220 

Spain 

■ NOTIONAL SPANISH BOND FUTURES (MEFF) 


Mar 


UK 


Open Sett pnee Change High 
10636 106.7B +089 106.89 


Low EsL vol. Open int 
108.18 53.957 89.439 


■ NOTIONAL UK GILT FUTURES (UFFE)* E50.000 32nds Of 100% 


Open Sett price Change High Low Est voi Open 'rt. 
Mar 121-30 122-31 +1-12 122-24 121-30 74534 178415 

Jun 106-25 +1-06 0 1096 

■ LONG QLT FUTURES OPTIONS (LIFFE) £50.000 64ths Of 100% 


Strtw 

Price 

Feb 

Mar 

CALLS “ 
Apr 

Jun 

Feb 

Mar 

PUTS — 
Apr 

Jun 

122 

1-10 

1-39 

0 

0 

0-32 

0-61 

15-14 

15-14 

123 

0-39 

1-05 

0 

0 

0-61 

1-27 

16-14 

16-14 

124 

0-18 

0-48 

0 

0 

1 -40 

2-06 

17-14 

17-14 


EsL ML total Cafe 5447 Puis 3570. PravfcwB day's ooen nL. Cafe 44834 Pula 17811 

Ecu 

■ ecu BOND FUTURES (MATTF) ECU 100,000- 


Open Sen pice Change 
103.se' 101,14 +056 


Htgfi 

101.16 


Low Est. vol Open tot 
10056 147 6.128 


Mer 


US 

■ US TREASURY BOW FUTURES (CBT) Si 00.000 32nda of 100% 

Open Latest Change High Low EsL vol. Open ht 
Mar 121-22 122-13 - 122-19 121-22 211.325 675^89 

Jun 121-18 122-03 +0-20 122-09 121-18 5,112 31.011 

Sep 121-10 121-28 +0-23 121-30 121-20 433 5.178 

Japan 

■ NOTIONAL LONG TERM JAPANESE GOVT. BOND FUTURES 
(LIFFE) VIOOm lOOths of 100% 


Open Qooe Change High Low EsL vol Open WL 
Mar 130-30 130 .45 13030 627 na 

Jun 12954 129.84 129.84 40 na 

" LWE futures sin Mdsd on APT. AI Open interest figs, are lor previous day. 


B FINANCIALS 
GECC 05/07 

Banc One 08/02 

US West 014)7 

M INDUSTRIALS 
WMXTech 04/99 

Wal Mari 05/02 

Dayton Hud 06/21 

M AGENCIES 
FHLMC 04437 

SLMA 03/00 

FNMA 02718 

FFCB 08/06 

■ HIGH YIELD 
stone Coot 02/01 

af: sa i2/oi 

Pacatta 06/04 


8.75 AAA 117.0214 6.31 -0.06 -0.11 +057 

7.25 A+ 104.0407 6.21 -0.06 -0.13 +050 

7.30 BBB+ 103.7118 6.74 -a 05 -0.16 +1.00 


625 A- 99.8649 635 -0.05 -0.22 +0.70 

6.75 AA 1023773 8.11 -006 -0.13 +0.40 

9.70 BBB+ 1304448 703 -005 -0.09 +1.11 


7.14 N/A 107.4977 6.06 -0.06 -0.08 +032 

7.50 N/A 1033626 5.B3 -0.04 -0.10 +0.16 

0.95 N/A 1293041 833 -0.05 -0.09 +0.41 

8.95 N/A 1183066 6.04 -0.06 -0.12 +030 


938 B 99.8750 0.00 

9.13 BB- 102.5000 a 00 

10.75 B- 973000 030 


New Vert dosing. 

Standard A Poor's rnttags. YWdx setd-annual baas. 


US INTEREST RATES 


Source InwroctM Oata/FT Intomntton. 


Latest 


Broker km rate . 
Fedfcnta . 


fadionfe at ntonarifen 


UK BONDS 


Treasury Bfis end Bond Yields 

Orw moat - Tin year 551 

S*2 Two rannffl — - Tina rear 652 

7L Three math 527 fire year,, . 532 

5 s ! Sb moath 534 10-yea 555 

- 0 lie NW 538 30-year 5.76 


INTERNATIONAL BONDS 


Day's Mtti's Spaed 
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CURRENCIES AND MONEY 



displays all-round strength 


markets report 


By Richard Adams and ; ' 

Wotfgang MQnchau - 

The US. dollar, flexed its 
muscles across the board 
yesterday, and tested higher 
levels against the Japanese 
yen and a number, of emerg- 
ing market currencies. 

Heavy buying of US. Trea- 
suries - coupled with fur- 
ther gloom over Japanese 
economic projects - helped 
lift the dollar to Y134 hist 
after the' end of trading in 
Europe, its highest level 
since April 1992. Against the 
D-Mark, the dollar rose 
above DMX82 to its strongest 
level since September. 

The dollar had dosed at 
Y132.32 and DM1.8037 in 
Europe at the end of trading 
last week. ; 

A number of smaller cur- 
rencies also weakened in the 
face -of the stronger US cur- 
rency. The South African 
rand touchedits lowest level 
ever against the dollar of 


R1S98S in intra-day trading, 
after heavy selling out of 
London. The Malaysian ring- 
git, the Indonesian rupiah 
and the Thai baht suffered 
similar f faDs. 

The baht's weakness was 
triggered by an announce- 
ment that the country may 
not be able to meet a key 
condition in the Interna- 
tional Monetary Fund’s res- 
cue package negotiated last 
year. 

Jeremy Hawkins, chief 
economist at Bank of Amer- 
ica in London, said the dol- 
lar's strength was a function 
of the search for a safe 
haven with the prospects of 
a reasonable return. “People 
are looking for a fundamen- 
tally strong economy, and 
one that has less of a 
knock-on effect from Asia," 


Jan s 

£ spot 1.6270 

Imtt 1.6244 

3 nnb 1 jB19B 

lyr istno 


■ Pro*, drag- 
1.6450 
1.6425 
16300 
14190 


Mr Hawkins said. 

Sterling was a beneficiary 
of the dollar's strong perfor- 
mance. Its trade-weighted 
index rose from 104 to 105 by 
the dose of trading in Lon- 
don, despite the pound 
retreating from its day’s 
high a gains t the dollar. Fore- 
casts of weaker growth in 
the UK sparked a sudden 
rally in sterling interest rate 
future contracts in London. 

The Irish punt faltered 
against the D-Mark, after 
market sentiment hardened 
against the chances of its 
revaluation within the Euro- 
pean exchange rate mecha- 
nism. Yesterday it shed 1.5 
pfennig, to close at DM2.548. 

■ According to some dealers 
in London, the only thing 
that held back the dollar 
against the yen was the 
threat of retaliation from the 
Bank of Japan. 

Last month the Japanese 
central bank caught the mar- 
ket off guard when it spent 
nearly $8bn to support the 
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yen. Yesterday, Takeshi 
Komura, Japan's deputy 
finance minister, said: 
“Excessive depreciation of 
the yen is not favourable. 
We will act appropriately to 
maintain stability." 

But Carl Weinberg, of 
High Frequency Economics 
in New York, said the bank 
is likely to wait for a more 
favourable moment, rather 
than let the yen “stand In 


front of a speeding freight 
train" of the dollar's current 
strength. 

Mr Weinberg thinks the 
troubles of the Japanese 
banking sector spells further 
steep declines for equities. A 
dose below a critical su p p o rt 
level of 14,517 in the Nikkei 
could see the index fall 
steeply and hurt the yen 

■ Could the forthcoming 
appointment to the presi- 
dency of the European Cen- 
tral Bank affect the currency 
market? So far. the market 
has not given this matter 
much thought. Both candi- 
dates - Wim Duisenberg and 
Jean-Claude Trichet - are 
considered to be highly 
respected central bankers. 

■ OTWai CURRBICgS 

JM 5 £ S 

Czech Rp 58 1873 - 58-2650356160 ■ 355*30 
Hupry 336463 - 337.1 ID 205630 - 205680 
Iran 4917.00 - 491440300040 - 300040 
MOOB-UOK 04057 - 06058 
5.7796 - 5.7889 34280 - 34320 
94278 - 94358 49990 - 60010 
6.01GB ■ 50200 38728 - 38730 
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The choice would have little 
impact on the ECB's likely 
monetary policy. 

But there is one scenario - 
popular in some political cir- 
cles - which could have a 
profound effect It is the sug- 
gestion of a split-term presi- 
dency, with the two candi- 
dates sharing the supposedly 
fixed eight-year term under 
an agreed formula. 

No decision has been 
taken but a split-term will 
raise questions about the 
credibility of the European 
Central Bank, leaving its 
first president Inevitablely 
labelled a lame duck. An 
untested Institution like the 
ECB, eager to establish cred- 
ibility early in Its tenure, 
would be struggle under 
such an image. 

Any damage to the ECB's 
reputation would affect 
future sentiment about the 
euro, the future single cur- 
rency, and damage current 
sentiment about the euro 
currency bloc. 


| POUND SPOT FORWARD AGAINST THS POUND 
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- 


DOLLAR SPOT FORWARD AGAINST THE DOLLAR 


dosing Change Bid/bffei 
rrtd-poira on dsy spread 


Day's mill 


high 


low 


One month 
Rate KPA 


Three months One] Mar JJ 3 Morgan 
Raw %PA Rate KPA index 


SDRf 


- 1.228300 


Argertfna (Peso) , 16383 -0.0014 378 - 387 
Brazfl I * 288 -DJXJ22 282 - 283 

Canada - tC® 2-3341 -odds 331 -~351 

Mexico (New Paso) 13.1785 -4UM48 711 - B58 

USA m ' 1-6388 -00021 382 - 380 

PedBeTMMJe gea tf AWce 


. 14453 .10338 

16373 1JB46 

20470 24298 26276 34 24176 

134340 13.1601 13^161 -127 134651 

1.6463 14348 14359 24 14314 


24 2479 ZA 

-11.7 14.724 -11.7 
14 14122 14 


63.1 


110-4 


Europe 

AuEtna 

Belgium 

Denmadc 

FMand 

France 

Qenrany 

Greece 

Ireland 

Itaiy 

Luxembcug 

Netherlands 

Norway 

Portugal 

Spain 

Sweden 

Switzerland 

UK 

Ecu 

SORf 

Americas 

Argentina 

Bra* 

Canada 


B9«n 

5.5084 

64887 

14192 


64416 

5.4406 

64114 

1.7965 


(Sen) 12.7940 *0.1035 900 - 979 127979 126337 

(BFr) 37.4800 +028 700 - 900 374000 37.0540 

64244 *04572 234 - 254 

54062 *0447 040 - 084 

6.0630 +0.0475 820 - B40 

14185 *04148 180 - 180 

(DO 287.495 +251 430 - 560 

(S3 1.4013 -04196 003 - 023 

(U 1785.65 +1246 540 - 590 

(LF0 37.4800 *028 700 - 900 

24488 +0416 483-492 

74413 *00595 388 - 438 

(Es) 185.880 +1425 930 - 030 186430 183.740 185485 

(Pta) 153455 +1.115 800 • 910 

*0038 034 -084 


(DKr) 

fM) 

(FFi) 

m 


F) 

(NKr) 


287420 283.750 
t/4220 1.4019 
1787.16 176941 
374000 374540 
20506 20248 
74470 


7.4438 


(SKi) 

(SFf) 

R 


84056 


14772 *04008 766 - 778 
14386 -04021 382 - 380 

- 14882 -04082 878 - 885 

- 0.74340 


(Peso) 04898 *04004 998 - 998 

(RS) 1.1181 *04007 160 - 167 

(CS) 1.4245 -04012 242 - 247 

Mexico (New Peso) 84425 -0417 400 -450 

USA (S) - - - 

Pad6c/MMdle East/AMca 


84087 

14779 

1.6463 

14992 


04998 

1.1186 

1.4272 

B.0450 


74365 

1.4585 

14340 

14875 


04998 

1.1160 

1.4242 

84400 


12.771 

22 

12.732 

13 

12371 

1.7 

102.4 

37X07 

23 

372862 

2.1 

36305 

13 

103.1 

631 25 

2.1 

63924 

13 

63184 

12 

1033 

5X952 

2A 

SX768 

2.1 

5X10? 

1.7 

80.4 

63713 

23 

8.0522 

23 

53728 

13 

105.1 

1315 

23 

13092 

2.1 

1.7857 

13 

1023 

290 2 

-113 

29539 

-113 

31433 

-92 

65.1 

1X004 

03 

1.4008 

02 

1X133 

-03 

- 

178836 

-03 

17883 

-02 

1773X7 

0.7 

752 

37.407 

23 

372862 

2.1 

36305 

13 

103.1 

23446 

23 

233Z7 

22 

23108 

13 

1013 

7X259 

23 

7X042 

23 

73313 

12 

983 

165365 

03 

185315 

03 

18332 

12 

82.1 

153.745 

03 

1533 

03 

151305 

13 

762 

73883 

1.1 

73876 

03 

73589 

03 

643 

1X714 

43 

1X621 

XI 

1X207 

33 

1072 

13359 

23 

1.6314 

13 

12122 

12 

1042 

12B96 

-13 

1392 

-IX 

1.1026 

-13 

- 


26506 25207 25427 24 25322 

127577 124705 127169 -1.7 124045 


Ausfaola IAS) 25486 *04242 486 - 506 

Hong Kong (HKS) 124982 -04182 952 - 031 

hcSa (Fte) 644691. +04731 287 094 -844240 644190 

Israel (SNA 54271 +04093 205-337 64337 S4035 - - 

Japan (V) . 219427 .' +2221 224 -.429 219X90 216450 217452 74 215422 


24 2X874 2.4 B5.1 

-34 134575 -52 


64 204457 64 116.1 


AustraBa 
Hang Kang 
India 
tael 
Japan 


Mrieyria 

(MS) 83088 +03034 993 - 182 

63384 

62148 

63001 

13 

63123 

-03 

6325 

-1.7 

. 

Malaysia 

(MS) 

Now Zealand 

(NZ3) 23770 +03337 745 - 795 

23883 

23391 

23803 

-IX 

23857 

-12 

23034 

-03 

101.7 

New Zeeland 

(NZ$) 

PhOpphes 

(Prato) 69.7225 +2206 416 - 034- ' 

703503 

693031 

70.7536 -17.7 

723792 

-173 

805193 

-155 

- 

Philippines 

(Peso) 

Saudi Arabia 

(SF? 6.1458 -0.0033 439 - 472 

6.1743 

6.1315 

6.1383 

13 

61215 

13 

60586 

IX 

■ 

Saudi Arabia 

(SR) 

Singapore ;. 

(SS) . 23217 +03387 193 - 240 

.2.8241 

2.7846 

.23302 

-7X 

23476 

-3.7 

2365 

-15 

- 

Singapore 

(SS) 

South Abfcat ■' 

. pjc 83505 +03414 460 - 540 

83867 

73099 

■ 8.1077 

-65 

8.1086 

-7X 

8568 

-ex 

. 

South Africa 

F) 

South Korea 

(Wen) 2916.71 " +1352 981 — 881 

2S3331 

274331 

- 

- 

- 

- 

- 

- 

- 

South Kama 

(Won) 

Tata* 

(TS) 54X066 +03962 306-623 

543269 

533281 

54X254 

13 

543102 

IX 

533017 

13 

- 

Taiwan 

OS) 

Thafcmd 

(St) 81-7862 +2-768 624 - 500 

832180 

78.7720 

62X096 

-9X 

633541 

-103 

883965 

-83 

- 

Thailand 

(Bt) 


(Ag) 14553 *04167 545 - 562 14562 T4492 

(HKS) 7.7500 - 495 - 505 7.7505 7.7495 

(Rb) 39X050 *0.095 900 - 200 39X200 304300 

(Shk) 34582 *04103 530 - 593 34593 34426 

(Y) 133450 +1425 820 - 880 
4.1553 +0.1903 505 - 600 
1.7558 *0.0228 547 - 669 
124500' +1X 500 - 500 

3.7505 -04003 504-506 
1.7220 *04257 210-230 
44130 +04315 115 - 145 
7BQ40 *65 000-000 

94580 +049 260-900 

194000 +1.75 000 -000 


133400 131450 
4.1650 34700 
1.7569 1.7544 

43X000 42X000 
3.7506 3.7504 
1.7230 14975 
44145 4 4755 
179040 107040 


1.4220 

13 

1X207 

1.1 

1X137 

03 

63.1 

6141 

-1X7 

6315 

-133 

9.1325 

-133 

- 

- 

- 

- 

- 

- 

- 

1105 

15545 

05 

15519 

03 

13412 

03 

863 

7.7735 

-33 

73487 

-5.1 

8285 

-63 

. I 

13333 

53 

132.105 

52 

12736 

5.1 

1183 

4.1568 

-OX 

4.1758 

-23 

42953 

-3X 

- 

1.7689 

-2.1 

1.7843 

-13 

1.7831 

-13 

• 

4335 

-18.7 

4455 

-183 

493415 

-17X 

• 

3.751 

-0.1 

3.7523 

-02 

3.7578 

-02 

. 

1.7355 

-9X 

1.7455 

-S3 

1.777 

-32 

- 

4356 

-105 

53255 

-92 

53143 

-82 

- 

33389 

-0.4 

332905 

-OX 

333705 

-03 

. 

50375 

-11X 

51 X 

-123 

552 

-103 

- , 


t Mnfcrjm 2.'Bklfafliir spuds h Ifaa Pound Spot ttMa abow arty Ihe IM three -drcfciat ptaDns. Staring Mar 
BMmoelHOx 100 . Indn obese* UZTOl Bd. offer, nfldspx raue and taMntnta boh thtoeod Pa Dote tafata 
CLQ6MQ SPOT nd FORWARD RKIEemtau. SCO! MliM an rstndld by the F.T. 

The eufteigs HUB phud h IN> abto n ttao orsMte an Ve kumff « btbPtaiHBFT ^aa 


CROSS RATES AND DERIVATIVES 


by tne BH* ol Enipnd. Ban 
■» thrived famTtCWWHBJiBBS 


t SDH rata per 5 tor Jan 2. BktfOHeMpraads In the Doner Spot table show only the Uni three decimal pinces. UK. Mend A BCU are quoted In 
US cursncy. JJ 1 . Morgan nornnai hdcu Jan £ Base average 1930-100. 

The SKchongB rates printed m tHs tabu ate ntso avaSabU on the baamei m httptf/u— r J Txom 


WORLD INTEREST RATES 


KONSY RATES 

Jeeuary 5 Over One 

right month 


Three six One Lamb. Da. Repo 

irtta trite yoar Iriar. rate rrin 


Hrighm 

9» 

3H 

39 

38 

4A 

630 

2,75 

- 

Franca 

3H 

3% 

3H 

35 

39 

430 

- 

330 

Qernrany 

3y 

Stt 

3ft 

3fl 

3ft 

430 

230 

330 

Maud 

6% 

w 

6ft 

5ft 

5ft 

- 

_ 

6.75 

Itriy 

M 

51 

5B 

sa 

5A 

730 

530 

6.17 

Nattwrtands 

3fl 

3S 

M* 

3% 

3ft 

- 

2,75 

330 

Sffttnrtand 

* 


u 

1ft 

IB 

- 

130 

- 

US 

5» 

59 

» 

56 

56 

- 

530 

- 

Japan 

ll 

1 

H 

1 

ft 

- 

030 

- 

■ 5 LIBOR FT London 








interbank Ffafag 

- 

58 

5§ 

5B 

5ft 

- 

- 

- 

US Doter CDs 

- 

535 

534 

530 

5.72 

_ 

_ 

- 

ECU Linked Dt 

- 


4» 


4S 

- 

- 

- 

SDR Ltaked Ds 

- 

3R 

3» 

3B 

4ft 

- 

- 

- 


3 U80R Mortionk bring rata are 
inference banks ri 11am each woriong 
MtaiuN. Banuys and NMUTOl V 
MU rates ae shown lor the OomwSo 


oflorad Ida lor tIOm ouored is the raeftat by texu - 
day. The bertc. are: Bankers Tnol, Bank cri Tokyo 


Aatis. USS CDs, ECU S SOB Linked Depress (□& 

EURO CURRENCY INTEREST RATES 


Jan 5 


Short 

tram 


7 days 
notice 


One 

month 


Three 

months 


Sbt 

months 


One 

year 


Belgian Franc 
Draft Krone 
Goman Mark 
Dutch Gutter 
French Franc 


Slofing 
Swiss Franc 
Canadian Delia 
US P ony 
Italian Lire 
Japanese Yen 
Asian SSing 

Short term iotas are cal tor the US DoBsr and Yon, others: two days' notice 
■ THUS MONTH P1BOR FUTURES (MATTFJParB Werbank offered rate 


4 - 

3>Z 

3i'< 

■3h 

35- 

312 

ali- 

-312 

312 - 

3fi 

4 - 

3% 

3H- 

33j 

3S 

■34* 


3 % 

as- 

■ 3 a 

*&■ 

331 

4 & 

-4A 

3* 

312 

33 

■315 

31 Z - 

3i 7 . 

35„- 

■33b 

34t ■ 

3^ 

311 

-3ii 

3ii- 

3*4 

3l2 

■3% 

313- 

311 

*£■ 

-31! 

^!- 

333 

aSS 

-3i2 

3i T i- 

3A 

3^ ■ 

■ Vz 

3%- 

3A 

3ii ■ 

■34 

3B- 

3il 

355 

-31b 

5* ■ 

si 

5jV 

■si 

5ft- 


6.1 

- 5 

4K- 

4iJ 

4B 

-4)4 

4}| - 

■4^4 

4« 

4SS 

4JJ- 

4fi 

-3 

43* 

4ji 

4ft 

4, *4 

-4a 

71, 

-7 

71* ■ 

■ 7lfl 

7ia- 

71* 

Tib- 

. 7l 2 

7*8 ■ 

74 

7is 

-74 

1 - 


1*2 ■ 

- 1ft 

i£- 

1.1 

lift - 

-Hi 

111 - 

1& 

113 

- IB 

4^4 ■ 

4ia 

412 

■ 4 A 

43a- 

41* 

4iS- 

■ Jl 2 

4}| ■ 

4& 

5.< 

-43 

&- 

BA 

5%' 

-5h 

5 % - 

512 

S5- 

SS 

sa- 


S7„ 

- 5%) 

7*4 - 

BV 

6>* 

■6l| 

B.'«- 

5iS 

53 

513 

5 % ■ 

513 

5A 

-5* 

u- 

■ n 

** 

■^1 

U#. 

■ % 

a ■ 

■ A 

13a 

-Tt 

>2 

■ h 

1 - 


54t ■ 

■Slz 

71 a- 

7*4 

7i 2 - 

7U 

74, 

- 7 

7«b 

-6^| 



Open 

Sen price Change 

High 

Low 

Ess. voi Open mt 

Mar 

96JSO 

9621 

+034 

9622 

96.18 

17380 

71299 

Jun 

96.09 

96.06 

+0.03 

96.10 

96-05 

6.451 

42,682 

Sap 

95.95 

95-97 

+0.05 

95.97 

95.92 

148 

30300 

■ THREE MONTH EUROKUUUC FUTURES (UFFE)" DM 1m points of 100% 


Open 

Sett price Change 

Htfi 

Low 

Eat. vol 

Open inL 

Mar 

9623 

0624 

*0.05 

9625 

9620 

41263 

364069 

Jun 

96.09 

96.11 

+0.07 

96.11 

96.06 

56233 

327017 

Sep 

95.97 

95-98 

*0.06 

95.98 

95.93 

37522 

238223 

Dec 

95.76 

95.78 

*039 

95.79 

95.74 

38291 

200563 

■ ONE MONTH EUROMARK FUTURES (UFFE)’ DM3m points of 100% 


Open 

Sen price Change 

High 

Low 

EsL wot Open int. 

Jm 


96X7 

+0.03 



0 

633 

Feb 


9&39 

+0.04 



0 

133 

Mar 


9631 

+0.05 



0 

100 

Apr 


9626 

+0.06 



0 

50 

■ THREE MONTH EUROURA FUTURES (UFFE)* LlOOOm ports 01 100% 


Open 

Sett price Change 

High 

Low 

EsL vqi 

Open InL 

Mar 

0468 

0439 

-005 

9439 

94.59 

21912 

155012 

Jun 

95.38 

9532 

-OOI 

95X1 

95.32 

14944 

129775 

Sep 

95,63 

95. Bl 

+0.03 

95-64 

95.59 

6045 

93610 

Deo 

95^9 

95.60 

+0.07 

95.60 

95.56 

4637 

7D136 

■ THREE 

MONTH EURO SMBS 

; MtAMC FUTURES (LFTE) SFrlm ports of 100% 


Open 

Sett price Change 

High 

Low 

EsL vol 

Open InL 

Mar 

9824 

9830 

+0.11 

9632 

0824 

10455 

73016 

Jun 

98.10 

96.14 

+0.13 

96.15 

98.06 

6032 

29750 

Sep 

9724 

98.02 

+0.13 

9834 

37 94 

2703 

15384 

Dec 

07.75 

07.64 

+ai5 

97.01 

97.75 

157 

8029 

■ THREE MONTH EUROYEN FUTURES (UFFE) YlOOm ports of 100% 


Open 

Sett price Change 

High 

Low 

EsL vol Open WL 

Mar 


0933 

-0.05 



0 

na 

Jun 


99.15 

-0-04 



0 

na 

Sep 


99.15 

-036 



0 

na 

■ THFB MONTH ECU FUTURES (UFFE) Eculm prints Crf 100% 



Open 

Sret price Change 

High 

Low 

EsL vol Open rt. 

Mar 

95-54 

9537 

+0.04 

95.57 

9534 

1053 

9147 

Jim 

95.55 

9538 

+0.06 

0538 

95.55 

537 

6181 

Sep 

B5.55 

9539 

*0.08 

85.60 

95.55 

568 

8219 

Dec 

95.88 

85.70 

+0.08 

95.68 

9538 

36 

4038 


* UFFE ttduns atso traded on APT 
■ EUROURA OPnOHS (UFFE) LI 000m prints of 10096 


Strike CALLS PUTS 

Price Mar Jun Sep Mar Jun Sep 

9460 0.19 0.85 1.14 0.10 0.03 0.03 

9475 0.08 0.63 0.91 044 046 0.05 

9500 0.03 0X2 0.70 0X4 0.10 009 

Eat voL total, Cab 1753 Puts 5220 Amour dayH open bit. CUb 159023 Pus 50BBG 


- 



EXCHANGE CROSS RATES 















;« ?•?. .• 

t- ' * 
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.Jan B 

BFr 

• DKr 

PFr 

DM 

K . 

L 

FI 

NKr 

E* . 

Pta 

SKr 

SFr 

E 

cs 

S 

Y 

Ecu 



Belgium 

(BFr) 

100 

18X7 

1623 

4562 

1504 

4764 

5X66 

1925 

4902 

4105 

2126 

3541 

1.628 

3501 

2.888 

357.1 

2X52 



Denmalc- 

(DKr) 

54.13 

.10 

8.785 

2.626 

1531 

2579 

2559 

10.75 

2685 

2222 

1150 

2.133 

0581 

2557 

1X44 

193.3 

1527 




France 

(FFi) 

61.61 

11-38 

10 

2589 

1.172 

2935 

3268 

1223 

305.7 

2525 

13.18 

2.42B 

1.003 

2.342 

1544 

220.0 

1511 




Germany 

(DM) 

20.61 

3.808 

3245 

. .1 

. 0292 

9815 

1.127 

4.092 

1022 

84.61 

4X02 

0512 

0536 

0.783 

0-550 

73.60 

0.505 




Ireland 

m 

52.52 

9.703 

3524 

2548 

1 

2502 

2571 

10X3 

2805 

215.6 

1122 

2570 

0555 

1586 

1X01 

1875 

1286 



■ . -- 

Italy 

(U : 

2.0S9 

0L3SS 

0.341 

0.102 

0540 - 

100 

0.115 

0X17 

10X2 

8516 

0X48 

0.033 

0.034 

0560 

0558 

7XS6 

0051 

tv--'-' - • 



Nothertanda (R) - 

1829 

3380 

2.969 

3888 

0248 

871.6 

1 

3.632 

90.78 

75.10 

3508 

a72l 

0298 

0.695 

0X88 

6553 

0X49 




Norway 

(NKr) 

5027 

9-305 

8.175 

2X44 

0559 

2400 

2.753 

10 

2405 

2062 

10.76 

1565 

0520 

1514 

1544 

1795 

1235 




Portugal 

m 

20.15 

3-723 

3271 

0578 

0284 

960.1 

1.102 

4501 

100 

82.73 

4^J5 

0.794 

0528 

U768 

0538 

7157 

0X94 




Spain 

(Pta) 

24.36 

4.501 

3254 

1.182 

0.464 

1161 

1232 

4537 

120.9 

100 

5204 

0560 

0.397 

0526 

0.650 

8750 

0597 

i-tr-4 



Sweden 

(SKr) 

46.82 

8.649 

7598 

2271 

0291 

2230 

2559 

9295 

2322 

■ 1922 

10 

1545 

0.762 

1.779 

1249 

1672 

1.148 

- ,\ m - n • 

* 


Switzerland 

(SR} 

25 ST 

4.688 

4.118 

1231 

0X83 

1200 

1.387 

5537 

1255 

1042 

5.420 

1 

0X13 

0.964 

0-677 

9051 

0622 

!- 'f S J 7*1 • 



UK - - 


- 61X1 

11.35 

9568 

2580 

1.160 

2926 

3257 

12.19 

3042 

252.1 

13.12 

2X21 

1 

2.334 

1.639 

218.3 

1506 

* 



Canada 

(CS) 

2651 

4-861 

4270 

1277 

0501 

1264 

1.438 

5224 

130.6 

1065 

5.620 

1537 

0X28 

1 

0.702 

9356 

0545 




USA 

-SB - 

37X8 

6.924 

6583 

1.619 

0.714 

1786 

2.040 

7X41 

1865 

1535 

6506 

1X77 

0510 

1.425 

1 

1335 

0919 

s - 

, .-r- 




00 

28JM 

5.173. 

4545 

1.369 

0633 

1334 

1531 

5559 

138.0 

1145 

5581 

1.104 

0X56 

1.064 

0.747 

100 

0687 



Ecu 


4a79 

7535 

6.020 

1-970 

3777 

1943 

2230 

8.098 

302X 

187.4 

8.712 

1507. 

0.664 

1550 

1.086 

145.7 

1 


FUTURES 
OPTIONS 
& FOREX 

PRIVATE CLIENTS 
WELCOME 


RERKEIJ^ FUTURES UMITE T) 

iS DOVER STREET, LONDON WL\ 3RB 

TEL- 0171 629 1153 EA5L- 0171 495 0022 
http^AnrvJbILco.nk 


http://www.unioncal.com 

F.X. FUTURES & OPTIO NS 24 HOURS 

0171 522 3333 


sfa regulated 


Dahbrit Krarer. Ftaradi J*aric,_Non«eBtan Kroner, end Swedkh Kroner per let QTOspan Fianc. Yen, Eacudo. Ua red Bums par 100. 

i (MM) DM 125400 per DM ■ 


QMM) Yen 124m per Yen 100 
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COMMODITIES AND AGRICULTURE 


Confusion and concern over mining in 


By Kenneth Gooding, 

Mining Correspondent 

The new government of the 
Republic of Congo, formerly 
Zaire, is causing confusion 
and concern in the interna- 
tional mining industry on 
which it is reiving heavily to 
help rebuild its economy. 

in the past few days Geca- 
min es. the state-owned min- 
ing group, announced: 

• It had cancelled a tender 
launched in November 1995 
for the Kolwezi copper-cobalt 
waste dumps project in 
Katanga province, although 
American Mineral Fields, a 
small mining group, bad 
signed an agreement in April 
to buy it for USSlbn. 

• Tbe scale of the Tenke 
Fungurume copper-cobalt 
project, where estimated 
mineral resources have dou- 
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bled, would be “reviewed in 
order to satisfy the Congo 
Republic's development 
requirement". 

Tenke M inin g, the Vancou- 
ver quoted company that 


i 

| L^Bumbashi 


owns 55 per cent of the proj- 
ect with Gecamines its 
minority partner, yesterday 
told shareholders that while 
American Mineral Fields had 
only an agreement in princi- 


Malaysians rush to 
beat sugar price rise 


By Sheila McNulty 
in Kuala Lumpur 

Malaysians are emptying 
store shelves of sugar ahead 
of a government-imposed 
price increase, emphasising 
the region's economic crisis. 

Photos of empty store 
shelves Fill Malaysian news- 
papers and the authorities 
are restricting foreigners to 
taking just two kilograms of 
sugar out of the country. 

In parts of the country, 
shopkeepers are restricting 
customers to purchasing five 
kilograms each, but buyers 
can be seen tilling carts with 
up to a dozen kilo bags of 
sugar at a time. 

On February 1. the govern- 
ment. which controls the 
prices of many basic com- 
modities, will raise the price 
of sugar by 21 per cent, or 25 
sen. to MSI. 45 a kilogram. 

The move is being made 
partly to offset the nearly 40 
per cent drop in the value of 
the Malaysian currency, the 
ringgit, against the US dollar 
since July. 


Until now, the government 
has not allowed the higher 
cost of importing sugar to be 
reflected in prices. The 
authorities have been 
expecting a dramatic slow- 
down in economic growth 
and companies have been 
preparing for the worst, but 
consumers have gone largely 
unscathed. 

Observers said a siege 
mentality had overtaken 
Malaysians, who were ner- 
vous about the effect of the 
continuing devaluation in 
the ringgit - which fell to a 
new low of MS4.06 to the US 
dollar in Asian trading yes- 
terday. 

Tbe problem has been 
compounded by the timing 
of the sugar price increase, 
which comes amid two 
important Malaysian holi- 
days Tor which the public 
traditionally bakes sweets. 

The authorities insist 
there is ample sugar to get 
consumers through the fes- 
tivities. 

Megat Junid Megat A yob. 
domestic trade and con- 


sumer affairs minis ter, said 
yesterday that sugar produc- 
tion had been increased this 
month to 102.000 tonnes, 
from 95.000 tonnes in Decem- 
ber and the government was 
willing to release 20.000 
tonnes from its 39,000 tonnes 
in reserve if that was not 
enough. Malaysia refines 
sugar locally. 

“1 urge consumers not to 
buy more than necessary 
because there is enough sup- 
ply of sugar in the market," 
Mr Megat Junid said. “The 
current shortage is due to 
panic buying." 

Economists said the sugar 
hoarding highlighted the 
flaws in controlled pricing. 
They said that if the authori- 
ties allowed market forces to 
work, the price of sugar 
would have risen gradually 
as the cost of importing it 
rose with the decline in the 
value of the ringgit 

One economist said the 
authorities persisted in Fix- 
ing prices “to show they can 
combine high economic 
growth with low inflation". 


pie with the government, its 
concessions were “as secure 
as Congolese and interna- 
tional Jaw provides”. 

In November, when Tenke 
announced the doubling in 
estimated resources, it said 
Tenke Fungurume was one 
of the world's biggest undev- 
eloped copper-cobalt deposits 
and worth about USSTabn. 

Phil Wright, Tenke presi- 
dent. said yesterday his com- 
pany had not been in contact 
with the government or 
Gecamines since the 
announcement but “our rela- 
tionship with them is excel- 
lent and we expect it will 
remain that way”. 

Analysts said the manoeu- 
vre suggested the govern- 
ment wished to use the 
increase in the Tenke Fun- 
gurume resources to squeeze 
more money out of Tenke 

Jamaican 
bauxite 
output up 

By Canute Janies 
in Kingston 

Jamaica's bauxite output ^ 
reached 12.03m tonnes last 
year, up 2 per cent on 1996, 
according to the island's 
Bauxite Institute. 

Alumina production was 6 
per cent higher at 3.39m 
tonnes. The Caribbean 
island remains the world's 
third largest bauxite pro- 
ducer. after Australia and 
Guinea, the institute said. 

Last year's bauxite pro- 
duction was the highest 
since 1980, while alumina 
output was the highest ever 
for the industry. Bauxite 
production would have been 
higher but for strikes at one 
company earlier this year, 
the institute said. 

Revenues from bauxite 
and alumina exports for 
1997 amounted to $723.5m, 
4.6 per cent more than 1996 
revenues. The increased pro- 
duction was partly due to 
the recovery of the interna- 
tional economy, the insti- 
tute said. 


Codelco issues writ over Davila 


Codelco, Chile's state-owned 
copper group, has issued a 
writ in the London High 
Court claiming damages from 
UK -based Winchester Com- 
modities group and one of its 
founders, Charles Vincent, 
writes Kenneth Gooding. 

The writ lodged by Godd- 
co's London lawyers. Herbert 
Smith, calk for the Winches- 
ter companies and Vulcama, 
a separate company based in 
Guernsey and registered in 
the British Virgin Islands, to 

Mining . Tenke already has 

paid $50m of the total 3250m 
it contracted to pay for the 
joint venture. The next 
tranche of S50m is due four 
months after a feasibility 


provide details of all “pay- 
ments, commissions and other 
sums" paid to Juan Pablo 
Davila, tbe copper trader 
arrested three years ago after 
his unauthorised dealings cost 
Codelco more than USS 100m. 

Herbert Smith already has 
issued writs against Sogemin 
Metals and MetaDgesdkchaft 
while Merrill Lynch, the IS 
financial services group, paid 
USS25m last March to 

resolve accusations stemming 

from tbe Davila affair. 


study is completed and the 

final SI 50m is not scheduled 

to be paid until 2003. 

Mr Wright said many 
years of exploration and mil- 
lions of dollars would be 


needed to establish the new 
area at Tenke Fungurume 
had a mineable reserve. 
“Our agreements allow for 
discussion with, and ; the 
involvement of, Gecamines 
in the process of establishing 
development plans and these 
will continue.” 

Gecamines said it had 
expected any successful bid- 
der to make a substantial 
up-front payment “in com- 
pensation for partial cessa- 
tion of Gecamines right on 
these tailings [waste 
dumps 1." as well as creating 
new jobs. “None of the bids 
hag been fruitful and the 
decision has been taken to 
cancel the tender.” 

Revival of operations on 
Congo's virtually moribund 
copper belt are considered to 
be vital for the republic’s 
future finart^lal health. 


Al uminium ‘flagship’ 

contract for LME 


By Kenneth Gooding, 

Mining Correspondent 

Aluminium emerged as the 
London Metal Exchange's 
“flagship" contract for the 
first time in 1997, as the 
exchange shrugged off tbe 
effects of the Sumitomo cop- 
per trading scandal to record 
its ninth successive year of 
substantial growth. 

Copper business fell last 
year, reflecting some uncer- 
tainty after Sumitomo Cor- 
poration of Japan, once the 
LME's biggest client, 
declared in the summer of 
1996 that it had lost 
USS2.6bn because of unau- 
thorised trading by Yasuo 
Hamanaka, its senior copper 
trader. 

However, al uminium turn- 
over raced ahead so that 
metal must now be counted 
as the LME's leading con- 
tract. There were also big 
increases in nickel and zinc 
business. 

The exchange’s total 
futures contract turnover 
(excluding options business) 


increased by nearly 20 per 
cent from 44.6m lots in 1996 
to 53.46m lots last year. 

A lot is the minimum ton- 
nage of a metal that can be 
traded on the LME. The size 
of a lot varies from metal to 
metal. 

It is 25 tonnes for alumin- 
ium. copper, lead and zinc 
20 tonnes for aluminium 
alloy: 6 tonnes for nickel: 
and 5 tonnes for tin. 

Within the total, the num- 
ber of copper lots traded fell 
by IS per cent from 18.4Sm 
to 15m. That was more than 
compensated for by a 54.5 
per cent jump in the number 
Of al uminium lots from 
14.55m to 22.48m. 

Zinc trading was up by 52 
per cent from 4.85m to 7.39m 
lots, while nickel showed a 
49 per cent rise from 3.1m to 
4.63m lots. 

Robin Bhar. analyst at 
Brandeis (Brokers), part of 
the Pechiney group of 
France, suggested the copper 
statistics reflected some 
post-Sumitomo loss of confi- 
dence among participants in 


the LME's market but tbe 
main reason for the fall was 
that speculators shied away 
last year. 

Instead, they turned their 
attention much more to alu- 
minium, zinc and, to some 
extent, nickel, which were 
more volatile markets. Spec- 
ulators thrive on volatility. 

“In particular, the US 
funds were very active in the 
al uminium and zinc markets 
at the begming' of last year,'* 
he said. 

Mr Bhar said the 1997 per- 
formance once again 
“emphasised that the LME Is 
the pre-eminent metals mar- 
ket”. Almost every non- 
ferrous metals contract in 
the world is drawn up with 
reference to LME prices. 

Tin turnover remained vir- 
tually unchanged at 1.1m 
lots last year while lead ' 
turnover was up from 2.2m 
in 1996 to 2.35m. 

The LME’s newest con- 
tract, aluminium alloy, 
showed a 33 per cent rise 
from a low base, from 292,429 
lots to 389,558. 


Brent 
oil falls 
below $16 
a barrel 


MARKETS REPORT 


By Robert Corzine, Kenneth 
-Gooding and Paul Sobnan 

Crude oil prices -plunged to 
a 27-month low yesterday 
with Brent Blend for Febru- 
ary delivery below $16 a 
barrel in late trading -on 
London's International 
Petroleum Exchange. 

At one point it slumped rio 
315.91 a barrel, 5l cents 
down on Fridays close. 

Traders said a combina- 
tion of factors depressed 
prices. The expected 
approval by the United 
Nations of a new aid distri- 
bution plan for Iraq heralds 
the imminent resumption of 
Iraqi oil exports. There is 
also uncertainty about 
whether Opec output will 
rise above its new produc- 
tion ceiling, which . came 
Into effect last Thursday. 
Relatively warm weather 
has also affected sentiment. 

However, NatWest Securi- 
ties, an oil price boll- in 
recent years, predicted that 
oil prices are only likely, to 
persist at present levels if 
OECD economic growth in 
1998 falls below L5 per cent. 

On the London Metal 
Exchange copper fell to a 
four-year low, zinc to its 
lowest for 12 months and 
aluminium to a level not 
seen since November 1996. 

Gold was under pressure 
after South Korea 
announced plans to encour- 
age private investors to sell 
their holdings to shore up 
the country's battered cur- 
rency. Gold closed in Lon- 
don at USS28&25 an ounce, 
down $4.50. and dose to the 
18-year low of $283 reached 
on December 12. 

Cocoa futures fell on the 
London International Finan- 
cial Futures Exchange, in 
what traders said wa_s a 
technical correction for 
gains made on New Year’s 
Eve. The benchmark March 
contract fell £27 to close- at 
£1,055 a tonne. 






BASE METALS 

LONDON METAL EXCHANGE 

(Prices from Amalgamated Metal Trading) 

■ ALUMINIUM, 99.7 PURITY (S per tonne) 


Precious Metals continued GRAINS AND OIL SEEDS SOFTS 


GOLD COM EX (100 


oa Sriroy os.) 


Close 1483-84 1509-10 

Previous 

Hign/lov. 1551/1501 

AM Official 1511-11.5 1537.5-8.0 

Kerb close 1502-3 

Open inL 259.497 

Total daiv turn over 96.094 

■ ALUMINIUM ALLOY IS per tonne) 

Clow 1350-60 1370-75 

Previous 

High/low n/a 

AM Official 1365.5-6.0 1385-00 

Kerb close n/a 

Open mt 5.450 

Total daily turnover 1.402 

■ LEAD (S per tonne) 

Ctose 553-54 557-58 

Previous 

High/low n/a 

AM Official 563-5 56S-5.5 

Kerb dose n/a 

Open int 32.635 

Total duly tunover 22.383 

■ NICKH. (S per tome) 

CtoW 5840-50 5940-45 

Previous 

Hlgh/kw 6090/5915 

AM Official 5970-75 6065-70 

Kerb clow 5925-30 

Open Bit 57.531 

Tom daly turnover 20.444 

M TIN (S par tonne) 

Close 5355-65 5365-70 

Previous 

Hrgh/Tow 5425/5360 

AM Official 5375-85 5395-400 

Kerb dose 5365-70 

Open InL 14.683 

Total daiy turnover 4,343 

■ ZINC, special high grade IS per tonne) 

Close 1060.5-61.5 1084-85 

Previous 

High/low n/a 

AM Official 1073-4 1097-7.5 

Kerb close n/a 

Open int 78.5M 

Total daly tumomr 30.895 

n COPPER, grade A (S per tonne) 

CJrae 1667.5-68.5 769a5-99.5 

Previous 

Higti/kiw 1741/1690 

AM Official 1694-4.5 1724-5 

Kerb dose 1702-3 

Open inL 146.430 

Total daly turnover 64.029 

■ LME AM Official E/S rata: 1.6428 

LME Closing VS rat « 1.6483 

Spotl £E9 3 irtta (£58 6 Mte 18183 9 rate; 1.6117 

■ HIGH GRADE COPPER (COMBO 



Sett 

Da/S 



Open 


price change High 

low 

VM tat 

Jan 

2820 

-6.7 

- 

- 

10,339 2 

Feb 

282.7 

-6/ 

2899 

2818 

6.489 89,393 

Ajr 

284 3 

-6.8 

291.7 

2835 

247 DL869 

Jun 

286.2 

-6.8 

291.3 

285.0 

1,180 12^57 

Aug 

288.1 

-6.9 

294.9 

2947 

137 5J92 

Oct 

290.1 

-6.9 

- 

- 

75 3.039 

Total 





8,132 17M50 

■ PLATINUM NYMEX (50 Troy oz.; $/tray oz) 

Jan 

3644 

-38 

366 0 

3635 

157 467 

Agr 

3624 

-3.6 

3640 

361 S 

552 10S15 

Jul 

360.4 

-38 

362.5 

362.5 

30 314 

Od 

360.4 

-3S 

- 

- 

15 

Total 





715 io*a 

H PALLADIUM NYMEX (100 Troy az^ S/boy az.) 

Mur 

203.05 

+0.10 204.50 302/5 

179 3.109 

Jut 

201.05 

+0.10 200 SO 2003) 

241 417 

Sen 

19605 

+010 

- 

- 

4 

Total 





171 1530 

■ SILVER COM EX 15X00 Tray oz; CertsTroy oz.) 

Jan 

587 3 

-27 

- 

- 

33 32 

Mir 

5923 

-3.2 

595.5 

5815 

523/ 68.380 

May 

533.8 

-3-2 

596X1 

584 0 

95 7,528 

Jul 

593. B 

-3.7 

596.0 

588X1 

53 7.366 

Sep 

5938 

-37 

5959 

595.0 

100 1.597 

Dee 

5933 

-27 

5990 

5830 

22 7.43/ 

Total 





5*408 B80B1 


6090/5915 

6065-70 

5925-30 


5425/5360 

5395-400 

5365-70 


1741/1690 

1724-5 

1702-3 



Sett 

Da/s 




Open 


price change Ibgfi 

Low 

VM 

U 

Jan 

Z535 

-0S5 

7ft 60 

75 a) 

242 

1^16 

Fflt) 

75.85 

-1.00 

76S0 

75.80 

28 

2.479 

Mar 

76.40 

-105 

7820 

7615 

1.923 36,494 

Apr 

77.00 

-U» 

77.90 

77.60 

27 

1.591 

May 

77.48 

-1.00 

7890 

7740 

116 

5.408 

Jon 

Total 

77 95 

-1.00 

79 10 

78.10 

10 1658 
2X79 GSS67 


PRECIOUS METALS 

■ LONDON BULLION MARKET 

(Prtcas supplied by N M Rothschild) 


GeWfTroy ozj 
Gtosa 
Opening 
Morning fix 
Afternoon fix 
Day’s High 
Day's Low 


S price 
783.40-78390 
2Bi.60-288.00 
287 35 
284.40 
288J0-28B.ro 
282 00-283 JO 


£ equht SFr equhr 

175.374 422.836 
173468 419.291 


Previous dose 288.0028850 

Loco Ldn Mean Gold Lending Rates (Vs USS) 

1 month . — 4.02 6 months 3-99 

2 months 4.01 12 months 3.90 

3 months 4.01 


Steer Rx 
Spot 

3 montns 
6 months 
1 yew 
Gold Coins 
Krugerrand 
Maple Leaf 
New Sovereign 


p/tray oz. US os eouitf. 
357.65 588,00 

381.00 590.95 

382.50 590.95 

365-20 597.00 

S price P equrv. 

289.5-292 J5 177-179 


ENERGY 

■ CRUDE OIL NYMEX (1 XMO barrels. S/barrel) 

latest Da/s Open 

price change ffigh Low VM Int 
Fab 1695 -0.48 17.35 1692 15,865 HGk 

Mar 17.20 -0.46 17.57 17.19 8.996 50.459 

Apr 17.48 -039 1732 17.47 3.000 29.437 

May 17.67 -039 1794 17.67 1.174 22060 

Jun 17.90 -0 31 1610 17.90 1326 35.250 

JM 18.13 -030 1623 1811 890 21330 

Total 38,188414^52 

■ CRUDE CBL IPE (Store!) 

Lattsi Da/s Open 

price change Hgh Lot/ VM lot 

ftb 15.96 -0.46 1639 1895 19.687 73.166 

Mar 76.13 -0.45 16 40 1613 17.640 46,366 

Apr 1633 -036 16.53 16.33 5961 19.035 

May 1636 -036 16 65 16.51 I £53 12^51 

Jm 16.66 -030 I860 1666 1371 19£54 

Jul 16.78 -026 16 85 16 77 110 7 M3 

Total n/a n/a 

■ HEATING OIL HYMEXI42JM0 VIS pafls. CAE gate.) 

Latest Da/e Open 

price change High Low VM M 

ft* 4815 -126 49 30 48.10 7.123 59.903 

Mar 48.45 -1.17 49.40 4845 2245 22,550 

Apr 48 70 -0.97 49.15 4470 509 14,502 

Hay 4485 -0 82 4925 4465 75 9.149 

Jon 4495 -0.72 49 45 48.85 796 12.805 

Jot 49 70 -0J2 5000 49 50 121 6081 

Total 12324151,544 

■ GAS CTL IFfc (S/tarel 

Set! Da/s Open 

price change fflgh Lew 1M bit 

Jan 145.75 -4.00 14800 14&50 8.878 24.924 

Feb 14750 -400 149.25 14725 6.789 17.972 

Mar 14900 -490 150 75 148.75 2983 10,865 

Apr 15050 -3.75 152.00 15030 1,018 6.188 

May 15225 -2.75 15335 15200 1953 3247 

Jun 15325 -225 15425 15250 2,091 12996 

Total 24490 83,020 

■ NATURAL CASK <1900 Brante aeate tetena) 

Ft* 15.600 -0.480 15 900 15.600 120 3.500 

Mar 11.620 -0.150 11.659 11.650 50 2J10 

Total 285 71930 

■ NATURAL GAS KYMEX imOQO iimBu.; S/mnBtaJ 

Latest Day's Open 

pries change FBgb Low Vd tat 

Mi 2170 40.017 2205 2085 9,191 41.433 

Mar 2.155+0.011 2180 2 085 2.486 26.304 

Apr 2120 *0.015 2.130 2060 1399 1 2876 

Hay 2115 40 DOS 2125 2970 5?1 9986 

Jun 2120 - 2125 2090 353 9928 

Jul 2130 40903 2130 2095 261 9946 

Total 16916187972 

■ UNLEADED GASOLINE 
KVMEX (42.000 US tpO*: dUS gate.) 


■ WHEAT LUTE |1Q0 tomes; £ per tflnnel 

Sett Da/s Open 

price ctnnge Mgb Low Vof Int 
Jan 8050 - 80.50 8050 49 171 

Mar 83.10 -0.40 8320 8300 151 3.005 

May 8510 -840 85.05 65.05 8 3,811 

Jul 87.10 -040 - 476 

Sep 00.25 38 

Total 208 8935 

■ WHEAT CBT (5,0Q0bu mm; cents/EOlb busheO 

Mar 33190 *9.25 33490 327.00 7.708 57971 

Hay 33825 40 50 341 00 335.00 1280 13993 

Jill 344 75 4T.50 347.50 34200 T.B40 20.388 
Sep 350 50 41.50 351 50 350.50 109 1.040 

Dec 361.00 +1.00 36390 361.00 81 2926 

Jet 36000 6 47 

Total 11968 95973 

■ MAIZE CBT 15,000 bu mat; centaffifelb buanefl 

Mar 265.75 +390 266.00 261.75 22492167990 

Hay 27275 43.50 27390 268.75 4,651 50.138 

Jlrf 277.50 4225 277.75 274.00 4943 59.145 

Sep 27790 4200 277.75 274.50 678 7.100 

Dec 28125 +150 28150 270 50 2741 34253 

Mv 28725 +190 28790 28490 74 1218 

Total 40975 324918 

H BARLEY UFFE (100 tonnes; E per tonne) 

Jan 74.50 GO 

Mar 77.50 - 1,455 

May 7B.50 20 

Sep 77.50 6 

Total - 1983 

H SOYABEANS C8T (59000c aft; Ktas/Mb bushel) 

Jan 66725 +6.75 66990 66000 6.690 13.991 

Mar 674.00 +690 676.00 667.00 25.517 56.171 

May 68190 +6.75 682.50 675 50 4262 26926 

JM 685.50 +6.75 687.00 679.50 3953 25.844 

Aug 68390 +6.50 584.00 68190 144 4204 

Sep 669 00 +325 67150 66890 39 250 

Total 45,432 137.77B 

■ SOYABEAN OIL CBT laO.OOOIbs: centa/tt>) 

Jen 24.79 -0.05 2490 24.70 3 987 5.729 

Mar 25.12 -0.03 2525 2505 9.319 55,496 

May 25.41 -002 555 533 865 16.183 

Jul 2558 -006 2575 2595 1.103 12.016 

Aug 25 50 -004 25 55 2595 100 3.7T6 

Sep 25.31 -0.10 25 45 2593 50 1979 

Total 76945 99,183 

■ SOYABEAN MEAL CBT (100 Iona Stop 

Jan 200 4 +0 8 2029 199.6 3.186 14,357 

Mar 1869 +15 2D0 0 197.0 12.438 42907 

May 797 9 +19 1 99.5 796 7 3,750 24.736 

JM 7999 +16 201.0 198.2 1320 16,395 

Aug 2001 +1.6 2013 1993 409 5.123 

Sep 200.2 +07 201.8 1995 258 3.754 

Total 74,832 113U32 

■ POTATOES UFFE (20 tonnes: £ per tonne) 


COCOA UFFE (10 tonnes; E/tonne) 

Sett Da/a Open 

price change ffijfi Low vw tat 


MEAT AND LIVESTOCK 

■ LIVE CATTLE CME (40JM0lti« oenta/lbs) 

Sell Ob/i Opei 

Price change ffigh low VM tat 


Iter 

IDS 

-27 

1077 

1051 2.171 65S82 

FeU 

63925-1025 64.850 6162510206 

46J719 

May 

107B 

-22 

1099 

1075 

509 25.136 

Apr 

66350 -0425 67350 66.300 4.954 

28.967 

Jed 

1097 

-22 

1102 

1097 

150 12.112 

Jun 

66 900 -0.125 ff/JOO 66.650 2,178 

16.420 

Sep 

1119 

-18 

1120 

1119 

249 22.685 

Aug 

67925-0050 67.950 67375 760 

6.934 

Dec 

1082 

-75 

1142 

1142 

5 24,865 

Oct 

70325-0375 70300 70 000 199 

1509 

Mar 

1164 

-18 

1173 

1165 

365 17.006 

Dec 

71 500 -0.300 71.600 71.475 63 

350 

Total 





3,489181.187 

Total 

HUGO 1O&605 

■ COCOA CSCE (10 twvws; S/tonnes) 

■ LEAN HOGS CME (40.000 bs; cents/lbs) 

Mv 

1596 

-34 

1615 

1592 

1383 40.029 

Feb 

57 200-0325 57.«0 57375 1360 

Z1937 

May 

1630 

-31 

1645 

1628 

IK 20.952 

Apr 

56.625+0300 56.700 56325 1.492 

8502 

JM 

1655 

-31 

1670 

1653 

30 5360 

Jun 

63 325-0.150 63.650 62375 848 

6353 

Sep 

1680 

-30 

1695 

1691 

14 5-805 

JM 

62300 -0300 62950 62.450 135 

1516 

Dec 

1706 

-26 

1714 

1714 

111 9.143 

Am 

60800 -0.175 61.000 60.600 43 

429 

Mar 

1735 

-26 

1741 

1738 

5 8.579 

Oct 

57 500 - 57550 57.400 37 

679 

Total 





1/698 92360 

Total 

4520 

40099 


■ COCOA (ICCO) (SDR'B/lonne) 

Jan 5 Price Pm. itay 

DaBy 1284.68 1271 JG 

■ COFFEE UFFE 15 tonnes: S/lome) 


Jm 

1746 

-1 

1751 

1699 

644 4378 

Mar 

1717 

-15 

1720 

1670 2S17 25,913 

Hay 

1695 

-17 

1696 

1650 

416 7376 

Jul 

1681 

-24 

1676 

1661 

36 1334 

Sep 

1661 

-24 

- 

- 

- 647 

Mv 

Total 

1681 

-29 

1663 

1663 

6 32 

331B 40380 


COFFEE •C’ CSCE (37,5000*; cems/lbe) 


170.70 +825 171.00 161.90 3,696 16.556 

164.95 +7-20 165.00 157.50 463 5,673 

159X0 +7 «l 159 00 157.50 75 Z841 

153410 +6.75 151.00 147 JO 19 1.354 

148.50 +6 75 145.00 142JS 16 1.230 

145 JO +6XS - - 2 293 

4^54 27,977 


■ COFFEE (ICO) (US pgnls/pound) 

Jffl 5 Pm. day 

Comp drily ... . ma 126 84 

IS itay average n/a 130.12 

■ WHITE SUGAR UFFE (50 tonnes; SAorrtc) 


H PORK BELLIES CME W.OOOtar centeffiwt 

Feb 50.175 -0.900 51.200 49750 9W 5.585 

Mar 49 625-1.225 51 100 49350 259 1525 

May £1.300-0.475 51.800 50.600 81 1.167 

Jal 50200 -0650 50.850 49500 21 678 

Aug 47050+0X25 47.500 46.800 16 121 

Total 1,373 9,112 

LONDON TRADED OPTIONS 

Strike price S tonne — CaBu — — Puts — 
H ALUMINIUM 

»99.7te) LME Feb May Feb May 

1450 57 92 12 34 

1500 28 B4 33 54 

1550. - 11 43 B5 82 

H COPPER 

(Grade A) LME Feb May Feb May 

1650 94 111 21 44 

1700 36 84 42 65 

1750 18 61 7 A 97 

■ COFFEE UFFE Jan Mur Jan Mar 

1850 20 177 12 50 

1700 — 3 89 45 72 

1750 - 67 92 101 



CROSSWORD 

No.9,573 Set by HIGHLANDER 


Mar 

304.4 

-42 

308.0 

3045 2.527 22506 

M COCOA UFFE 

Mar 

May 

Mar 

May 

May 

308.7 

-3 4 

311.5 

3088 1X45 6 826 




19 

27 

A»g 

3113 

-32 

3135 

3122 231 4092 



66 


37 

Oct 

3066 

-27 

3085 

307.0 133 4,457 






Dec 

307 4 

-£9 

309.0 

307.5 61 164 

■ BRENT CRUDE 





Total 




4409 38,123 

IPE 

Feb 

Mar 

Feb 

Mar 

■ SUGAR >11* 

CSCE [1 12.0008k; centa/lbsl 

1600 

23 

- 

25 

42 







9 

43 

S3 

66 

Mar 

1202 

-020 

1222 

1200 6532 96.487 

1700 

4 

20 

. 


Hay 

11.06 

-0.13 

12.02 

11.86 1.383 33X56 






Jul 

11.52 

-0.08 

11.63 

1151 797 30.751 






Oct 

11.47 

-0.08 

11.55 

11 47 478 26.528 

LONDON SPOT MARKETS 

Iter 

11.38 

-0 06 

11 43 

11 38 165 7.362 

■ CRUDE OIL FOB (per ban-el) 



May 

1133 

—0-07 

11 33 

1133 20 1 220 







Mar 

92.0 

- 

- 

- 

- 


Apr 

114.0 

+2.0 

1170 

115.0 

55 

1X80 

May 

1245 

+2-0 

126.0 

136.0 

10 

67 

Jm 

1340 

+20 

- 

_ 



Nov 

Total 

56.0 

- 

“ 

- 

65 

1.189 

■ FREIGHT (BIFFEXJ UFFE (SlQ/Index point) 

Jan 

1215 

+5 

1215 

7215 

12 

659 

Feb 

1225 

- 

- 

_ 

_ 

186 

Mar 

1215 

- 

_ 

_ 

_ 

12 

Apr 

1275 

- 

- 

- 

- 

444 

JM 

Total 

BH 

1150 

Dues 

1232 

Pre* 

1281 



12 

123 

1A79 


PULP AND PAPER 

H PULPEX OMLX (USS; 24 air dry Ions) 
Sell Day's 



price ctango ffigh Low 

W 

int 

Mar 

SItTS +16.75 516.75 503.00 

101 

359 

Jm 

527.00 +2450 537.00 523.00 

75 

283 

Total 


175 

6« 



Lataet Oa/a 



Open 


price change Mgh 

Low 

VM tat 

Feb 

51.75 

-151 

53 00 

51.60 

4.606 38.067 

Mar 

52.50 

-1.51 

S3 A0 

5250 

1,255 12,982 

af 

55.55 

-1.16 

56.15 

55.50 

375 13J35 

May 

55.75 

-1.01 

5615 

5570 

204 10.511 

Jm 

55.55 

-0.81 

56.00 

55.55 

168 7^81 

JM 

Total 

55.30 

-0 51 

55.40 

55 30 

108 8.735 
8412 59,746 


FUTURES DATA 

ab Mures data suppBodbr CMS. 


Tea from The Tea Brokers' Association . 
Landed; Excellent demand. Assarts were a 
vaty strong feature and pnees appreciate! 5 
to 20p. East Africans sold wall at dearer 
rotas. Offshore: Good competition with 
pnees advancing several pence. Landed 
price indications; beat available. iflOp: 
good. 171 p; good medium. IBBp: medium. 
152p: low meefiun, NQ. The ffighest pries 
realised this week was 180p tar Burundi 
Dust i. 


■ COTTON NVCE (5O,0QM»; cents/ttw) 

Mar 67.54 +0.43 6705 6640 2.381 41352 

Hay 6880 +0.38 6900 6825 .440 14.965 

Jul 6SL94 +0 34 70 25 89 55 293 74.971 

Oct 72.15 +0.3Q 72.35 7215 124 1.444 

Dae 73 M +0.46 73.35 7250 2S8 13,638 

Bar 74.1* +0.51 - 41 497 

Total 4,147 87,863 

■ ORANGE JUICE NYCE [ISjMObs; oenta/lbs) 

Jan /ft 40 -1.60 7950 78.10 20/8 1.9/1 

Mar 81.25 -245 82.50 8000 3.859 25.613 

May 84.70 -210 85.30 8380 307 6ZE 

M 87.40 -270 8840 67.50 ICC? 4,002 

Sep 90.40 -280 91.00 90.25 14 1.680 

MM 92.65 -3.05 91.00 9100 2 1.564 

Total ft3T0 <2067 


VOLUME DATA 

Open merest and Volume date shown fa 
contracts traded on COMBC. NYM6X, CBT. 
NYCE CME CSCE and IPE Crude Ofl ns 
one day in arrears. Volume ft Open Interest 
totals are tor all traded months. 

INDICES 

■ Reuters (Baas: 18/9/31 = ItXB 

Jan 5 Jan 2 month ago year ago 
1747.9 1752* 1792.3 1874 00 

M CRB Futures IBaae: 19S7 ^ 100) 

JanZ Dec 31 month ago year ago 

228.14 229.14 

■ GSCI Spot (Base: 1970 c 1001 

Jan 2 Dec SI month ago ywar ago 
17229 175.62 188.94 225.38 


Dubai S14.20-4S1 -0.535 

Brant Blend (dated) Sl5.32-S.35 -0575 

Brent Blend (FebJ 815^7-6.00 -0.505 

W.T.L Si 6.93-6.95 -0.480 

■ OIL PRODUCTS NINE prompt dnSway OF (tame) 



LMK WAREHOUSE STOCKS fteflCM) 


AJummkan 

-2.775 

to 

632.025 

Aluminium Moy 

-160 

ID 

42,640 

Copper 

+3,525 

W 

337.5SQ 

Lead 

-32S 

to 

111,300 

Mcfcal 

+282 

to 

66.622 

2Jnc 

-25 

to 

481,575 

Tin 

+90 

to 

13.040 


Premium Gasoline 

Si 73^1 75 

-4 

Gas 08 

S147-14S 

-4 

Heavy Fuel Oil 

575-77 

-2 

Naphtha 

Si 60-1 62 

-1 

J« fuel 

S168-170 

■4 

Diesel 

SI 54-156 

-3 

■ NATURAL GAS iPewartherm) 


B acton (Jari) 

15.55-15.65 

■0.50 

Pnomeum Argus. 7w. London mm 359 3792 

■ OTHER 



Gold (per troy oyJ 

S2B3.65 

-4.60 

Silver (per troy 

595J»c 

+1.00 

PlaUnum (per troy oz.) 

S364.00 

■3.50 

Paladium (par troy ox.) 

S202.50 

+1.00 

Copper 

B2.0c 


Lead (US prod.) 

45X»C 


Tm (Kuala Umpur] 

20.61r 


Tn (New Yorfc) 

2555 


Came (tee wfflgttt) 

92.19p 

- 

Sheep (five weight) 

0O.73p 

. 

Pigs (five wejgWf 

7Q.07p 

- 

Lon. day sugar {rawi 

S29J.50 

-2. BO 

Lon day sugar (wto 1 

S301J0 

■150 

Bailey (Eng. feed) 

Unq 


Maize (US No3 YeBpw) 

El 09.00 


Wheal (US Dark North) 

Unq 


Rubber (Dec)V 

54£0p 


Rubber (Jan)V 

54.50p 


Rubber (KL RSS Nolj 

274 Or 

-3.00 

Coconut Oil (PhU§ 

577 .Sy 

-2.5 

.Palm D1 (MMey.)§ 

555.0 


Copra (Phl)§ 

S385.0y 

-2.5 

Soyabeans (US) 

183.5 


Cotton Oulkicik'A’ Index 

73.10c 


WooBops PJ4s Super) 

389p 



ACROSS DOWN 

1 Abandoned woman's cases 1 Style shown by Robert 
<T>. briefly lifted tedium (7; 

5 Evidence of footballer's 2 Leading politician once 
control and baby's lack of pleased Ruby, perhaps 19) 
it? (7) 3 In short management are 

9 Lots of paper left in field (5) mind-boggled (5) 

10 Where actor might stand to 4 Stop press - thev’re stuck 

put on hair at front (9) inside the bookcase {9) 

Zl Is otherwise engaged out- 5 Three quarters below do 
side for free (9) look for water (5) 

12 Stop little woman making 6 It’s unknown twice to have 

instrument 15) black centre, very small 

13 Deer gives low sounds (4-5) 

before b eg i nn i n g to eat (5) t Take note - battle within is 
15 Gets home drunk holding all about strength (5) • 
one reel (9) _ 8 You'll hear I caught a 

18 Did PT cut 'er inside? (9)- glimpse of something very 

19 Verbal German agreement ugly (7) 

with who? Crude fellow! (5) 14 A pity clue ts anagram of 

21 Stay with first to discover these Australian trees (9) 
source of water (5) 16 Follow, up Guardian ' as 

23 Came through, we notice, sponsor for n amin g cere- 
about there (9) mony o> 

25 Wild game - call for loud- 17 If not to put up with her 

hailer (9) Morecaube partner 19) 

26 One In terrorist prison is a 18 Locally occurring Issue: 

15) "M” reportedly in charge 

27 Red vehicle has run into pit (7) 

20 Unusual thing -, not even 

28 Tb let, river In spate \7j soldiers want talking head 

22 Name editor on upwardly 
mobile tabloid (5) 

28 Complete gap in speech (5) 
24 Greek writer's pigeon (5) 

Solution to Saturday’s prize puzzle on Saturday January 17. 
Solution to yesterday’s prize puzzle on Monday January 19- 
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LONDON STOCK EXCHANGE 


Bond gains fuel another strong rise by shares 


MARKET REPORT 


By Steve Thompson, 

UK Stock Market Editor 

A sparkling performance fay gilts 
provided the perfect platform for 
UK equities to build on the good 
gains recorded over Christmas 
and the New Year. 

Sentiment was given a further 
shot in the arm by a strong open- 
ing on Wall Street, where the 
Dow Jones Industrial Average 
posted an early 40-point gain. It 
was helped by positive remarks 
on the Asian crisis, US inflation 
and the economy from Robert 
Rubin, the US Treasury Secre- 
tary. 


The big gains in gilts came 
after a strong performance by 
international bonds - where the 
yield on the US long bond fell to 
its lowest level since 30-year 
bonds started to be regularly 
issued in 197? - and evidence 
from no less than three leading 
forecasters of a sharp slowdown 
in UK economic growth this year. 

Adding substance to those fore- 
casts was a benign UK Purchas- 
ing Managers' report for Novem- 
ber. 

The report, plus the economic 
forecasts, were viewed as reduc- 
ing the chances of the monetary 
policy committee recommending 
an increase in UK interest rates 
after its regular meeting. The 


committee’s decision will be 
announced on Thursday. 

Equities drew further comfort 
from the appearance of another 
stock buy-back, one of the factors 
behind the market's strength 
over the past year. 

Legal & General, the insurer, 
became the first FTSE 100 con- 
stituent to buy in its own stock 
thin year, announcing the repur- 
chase of convertible bonds. 

The FTSE 100 index ended a 
busy session 69.0 up at 5.265L5, its 
fifth straight gain since trading 
recommenced after the Christ- 
mas holiday. 

During that period the index 
has climbed 351.6, or 5 per cent, 
driven by big gains on Wall 


Street, increasing optimism over 
the potential for more takeover 
bids as wen as share buy-backs 
and special dividends. The index 
is now only 6&3 below its previ- 
ous closing high and 10 L 8 below 
its all-time intra-day record. 

Wall Street's excellent showing 
last Friday, when the Dow rose 
56 points, was offset by another 
jittery performance from the two 
biggest Asian markets, Hong 
Kong and Tokyo. They fell 3.5 per 
cent and 3 per cent yesterday. 
Asian stock markets generally 
behaved well over the holiday 
period, although dealers 
remained extremely wary about 
the potential for further collapses 
in confidence across the region. 


FTSEAH-Share Index 


; Equity ah ar o» t rad ed^: 

'Turnover by,VDh«T»trn^CEi>.£xcli«ft)o; -',. ; - 

infta-niarhot bughrcqsand Overawa t uroni 




Buying was not ennfined to the 
Leaders. Second-lin ers ma de good 
progress, with the FTSE 250 fin- 
ishing 20.4 firmer at 4328.7, and 
the FTSE SmaDCap moving up 
&3 to 2,328a 

“We were surprised at the 
extent of the market's strength, 
given the problems in the Far 
East and the damage caused by 
the storms at the weekend." said 
a senior maxketmaker, acknowl- 
edging that the big gains in the 
market were accompanied by 
some aggressive buying by the 
big institutions. "But I wonder 
how long the euphoria win last,” 
he cautioned. 

Turnover in equities was a 
hefty 300m. 
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FTSE ICO 

5252.5 

+69.0 

FT 30 

3373.9 

+41.2 

FTSE 250 

4528.7 

4-20.4 

FTSE Non-Fms p/e 

20.52 

2034 

FTSE 350 

2523^ 

+28.8 

FTSeiOOFut Mar 

5294,0 

+400 

FTSE AS-Share 

2460.00 

+26.94 

lOyrGHtyieid 

62 

6J36 

FTSE A3-Share y®W 

3.15 

3.19 

Long gitf/equity yki ratio 1.98 
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Worst performing sector* 
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Insurer 
storms 
die down 

By Peter John, Joel Kibazo, 
Martin Brice and Penelope 
Clayton 

Composite insurers 
weathered the recent storms 
as fears of heavy pay-outs 
were offset by rays of poten- 
tial takeover sunshine. 

The market began the first 
full week of the new year by 
marking the sector lower. 
But specialists were reassur- 
ing at the morning meetings. 
One analyst was suggesting 
damage claims of less than 
£20m per company, well 
below the claims made after 
the 1987 hurricane or the bad 
weather in early 1990. 

Steven Bird of Merrill 
Lynch commented! “The 
damage will cost some thing 
but at the moment no one 
senses it will be that 
material." 

Then, shortly after trading 
began. Legal & General 
announced a buy-back of up 
to £220m of convertible sub- 
ordinated bonds to raise 
gearing and return capital to 
shareholders. While small, it 
was seen as a defensive 
move, to prevent a potential 
predator from building up a 
stake by buying the bonds 
and converting. It reminded 
investors that the climate of 
global consolidation is still 
very much in evidence. 

Thus, despite cautious 
noises from a couple of bro- 
kers most stocks were 


higher. Legal hit a new high 
and led the FTSE 100 perfor- 
mance chart with a rise of 42 
to 590p. Prudential Corp 
gained 37 to 800p and 
Commercial Union lifted 36 
to 888p. 

Telecoms provided some of 
the day's excitement as a 
clutch of mobile phone oper- 
ators published subscription 
data for the fourth quarter of 
last year. 

Vodafone was centre stage 
after the company said tt 
had added a record 241.000 
net new customers in Britain 
in the last quarter of 1997. 
The shares rose I7 a -i to 
4*32?*p. Turnover was 14m. 

Telecoms analyst Jim 
McCalTerty at ABN Amro 
Hoare Govett attributed the 
strong performance at Voda- 
fone to “improved distribu- 
tion. more competitive pric- 
ing. and a stronger 
advertising message". 

Orange declines 

However, there was little 
to celebrate at rival mobile 
phone operator Orange, 
whose shares declined after 
its fourth-quarter new sub- 
scriber data raised fears that 
it had lost market share to 
rivals Vodafone PLC and 
One-2-One. 

Orange's subscriber base 
increased 130,000 In the 
fourth quarter but concerns 
that its rivals may be pulling 
ahead saw the shares close 
easier at 266p. 

In the rest of the sector. 
Cable & Wireless, co-owner 
of One-2-One with US West 
Media Group, was in demand 
and its shares improved 13 
to 555p. British Telecommu- 
nications was also busy and 


saw volume of 10m as the 
shares added 10 to 489p. 

Profit-taking following a 
recent run saw telecoms 
firm lonica Group decline 
24 \*t or nearly 18 per cent to 
112p. 

The group came to the 
market last year but saw its 
shares slump to a low of 89p 
from a high of 42lp after h 
issued a profits warning in 
November. Bargain -hunters 
were said to have been 
behind the recent improve- 
ment in the stock. 

Emap shares reflected a 
sigh of relief over the final 
purchaser of 1PC, the rival 
magazine business sold by 
Reed International. 

The sale was proposed in 
October when Reed 
announced it intended to 
merge with Walters Kluwer. 
the Dutch publisher. There 
had been fears that one of 
the big overseas media 
groups such as Bertelsmann 


of Germany might move in 
and exert its competitive 
muscle. 

However, the £860m IPC 
management buy-out funded 
by CinVen will keep the divi- 
sion domestic. Also, said 
analysts, it will ensure that 
large amounts of the divi- 
sion's capital are tied up for 
some time and cannot be 
used Tor aggressive corpo- 
rate activity. Emap moved 
forward 12 to 922p while 
Reed gained 13 to 62lp. The 
IPC deal was seen as below 
the best market estimates 
but it was in cash and 
avoided any regulatory 
hurdles. 

British Airways fell 4% in 
early trading as the shares 
were hit by two factors. 
Fears of the implications of 
opening Heathrow Airport to 
new competitors as a condi- 
tion of clearing its alliance 
with American Airlines took 
their toll, as did news of 


FT 30 INDEX 
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Jan 2 Dec 31 Dec 30 Dec 29 Yr ago 


3373.9 3332.7 3289.3 3292.7 
3.33 3.38 3.42 3.42 

2175 2146 21.19 21.23 
21.46 21.16 20.90 20.94 


3276 28152 34303 2668.9 
3.43 4.09 4.22 029 

21.15 17.39 2033 15.80 

20.86 17.22 22.02 15.71 


FT 30 

Ord. <fiv. yield 
P/E ratio net 
P/E ratio rtl 

FT 30 mce annHtaUv. htfi 34303 16/IM7; low jMSMH Boa Date: 1/705. 

FT 30 hourly changes 

Open SLOP moo 11J0 12X0 13X0 14X0 15X0 16X0 Htgli Low 

3332-3 3334.8 3348.0 3346.9 3352.5 3346.8 3347.9 3346.4 33604 3378a 3323.2 
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Jan 2 

Dec 31 
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SEAO bargains 

19.127 

19.127 

23264 

35.021 

29,369 

38,672 

Equity turnover (Emit 

- 

NA 

NA 

776.3 
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NA 

NA 

27.459 

24.767 

23.542 

Shares traded (mitt 
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NA 

NA 
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Rbes and fab' 

1 52 Week highs end laws 

[ UFFE Equity options 

Tata] Roes 1,043 

Total Hiqhs 

210 

Total contracts 

27.706 

Total Faffs 572 

Total Lows 

41 

Calls 


17.538 

Same 1.428 

i 



Puis 


10.168 


Jan 5 "Data based on Equity shares feted on die London Sure Service. 


JUPITER TYNDALL GLOBAL FUND, SICAV 

Registered Office: Luxembourg. 13, rue Goethe 
R-C. Luxembourg B 34 593 

DIVIDEND NOTICE 

The Directors resolved to pay a dividend of 2 peace 
per share to shareholders of the High Meld Portfolio 
on record on 31 December 1997 with an ex-dividend date of 
2 January 1998 and a payment date of 6 January 1998. 

By order of the Board 


DIVIDEND 

NOTICE 


Agnico-Eagle Mines 
Limited Dividend #18 
of $.02 cents (US.) a 
share, is payable 
January 27, 1998 to 
shareholders of record 
January 6, 1998. 

Dated this 6th day of 
January, 1998. 

Barry Landen 

V.P. & Corp. Secretary 

Toronto 
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IMPROVE 
YOUR READING 
HABITS. 

Simply subscribe to the Financial Times. There’s no better way 
to keep abreast of all the important events that affect your 
business. Whether ihe subject is political change, economic 
and financial events or technological breakthroughs, the 
FT provides you with invaluable information and insight to 
help you reach better business decisions. 

Subscribe today. You will enjoy considerable savings on the 
regular newsstand price, and you will receive four weeks of 
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price cuts on transatlantic 
routes by rival Virgin Atlan- 
tic Airways. 

However, they were given 
a boost by a broker recom- 
mendation. said to come 
from SBC Warburg, and fin- 
ished the day with one of the 
better performances in the 
Footsie, with a rise of IS to 
590p. 

Rail track shares ran into 
profit-taking and surren- 
dered 35 to 949p, the worst 
performance in the FTSE 
1QQ. However, they have had 
a good run. outperforming 
Footsie by almost 40 per cent 
in the past seven months. 
While they and erperfonned 

in the early months of the 
Labour a dminis tration, they 
have outperformed since 
then. However, it is thought 
that the forthcoming govern- 
ment transport white paper 
will introduce an element of 
uncertainty for the shares in 
the next few months. 

Barclays rose -11 to £16.53 
following upbeat comments 
on the stock from Credit 
Lyonnais Laing and Pan- 
in ure Gordon. 

National Grid was Lon- 
don's most heavily traded 
stock with final turnover of 
54m shares boosted by a 
block of 15m traded through 
the market 

Dealers said the activity 
appeared to be linked to the 
electricity company going ex 
its special 45p dividend next 
Monday. The share rose 6V* 
to 29Bp. 

Takeover talk returned to 
Southern Electric, the much 
sought-after regional elec- 
tricity group. 

The shares have jumped 
about 10 per cent since the 
Monopolies and Mergers 
Commission gave clearance, 
just before Christmas, for 
FacifiCorp of the US to 
renew its £3.6bn bid for the 
Energy Group. Yesterday 
Southern gained 21 to 545p. 

Chelsea Village, the hold- 
ing company for Chelsea 
football club, fell by 3V=, or 
7.4 per cent, to l06‘-ip, after 


Chelsea were knocked out of 
the FA Cup by Manchester 
United on Sunday. Shares in 
the latter club firmed to 
159p. 

Sunderland shares rose 
2714 to 37op after their recent 
strong run in the cup and 
league. 

Aim-quoted British prop- 
erty company NRP 
announced discussions 
about a reverse takeover by 
stockbrokers Teather& 
Greenwood. 

Shares in NRP rose 
sharply to 69rip, gaining 17. 
following the ann o unce m ent. 

D res finer Kleinwort Ben- 
son gave a boost to Zeneca 
after it said the pharmaceu- 
ticals group was among its 
top 10 stocks for 1998. The 
shares lifted 30 to £22325. 


FUTURES AND OPTIONS 

■ FTSE 100 INDEX FUTURES (UFFE) £25 par ful Men point (APT] 

Open Sett price Change High Low EsL vol Open H. 
Mar 5231.0 5294.0 +49.0 . 5314.0 52344) 9066 . 50690 

Jun 5355.0 *49.0 □ . 25 

■ FTSE 250 MDEX. FUTURES (UFFE) £10 per fut index point 


m Free IPO WPEX OPTION (UFFg (-SMS ) CIO per tuM index point 
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MB 378 135 * 2341 1 2 1 < 9*2 311 189*2 281 1 SS*] 251 210 221 231 * 2181 * 2 257 *2 123 286*2 
Apr 418 171*2 385 190 353 * 2209*2 322 230 291 250 * 3268 * 2271*2 234 297 293 326 

Jett 487 242*2 04 277 359 * 2 3 l 3 *j 380 364*2 

Calls 6305 PUs 1.066 

■ EURO smf FTS£ 100 IHDEX OPTTOH (UFFE) CIO per fuff index potot 

5075 5125 5175 5225 5275 532 S 5375 5425 

J 31 216 27 *z 174*2 26 * 2 137 *z 49 103 64*2 74 85 48 110*2 38 141*2 17 178 

ft* 314*2 95*2 273 ( 09 * 2243*2 125 211 * 2 * 42*2 * 90*2 151 >54 1 S 4 fSfa 209 W OS 
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t i«ifl *n»ti eny manna. 
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Investors carry on where they left off 


MARKET FOCUS 


WORLD OVERVIEW 


Asian equities 


Most traders and investors 
returned to their desks for 
the first time in 199? yester- 
day. only to face the same 
issues that confronted them 
in 1997. icrites Philip Coggan. 

Asia's economic crisis had 
not gone away with the pass- 
ing of the old year. A wave 
of currency weakness swept 
across the continent, with 
the Indonesian rupiah, 
Malaysian ringgit. Philippine 
peso and Thai baht all hit- 
ting new lows against the 
dollar. The US currency also 
chalked up a .r-a-year high 
against the .Japanese yen. 

The turbulence in the 
region caused further falls in 
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the Hong Kong and Japanese 
stock markets, with the Nik- 
kei 225 average once again 
dropping below the 15.000 
level. 

But this time the western 
markets were able to avoid a 


contagion effect from Asia, 
The same surge in the dollar 
that depressed equity prices 
in Asia proved to be a sub- 
stantial source of support for 
European bourses - as was 
the case in 1997. 


And a Anther consequence 
of the Aslan crisis - lows 1 
worldwide inflation pres- 
sures - had a continued ben- 
eficial effect on bonds. The 
yield on the 30-year US Trea- 
sury bond dipped to 5.76 per 
cent; its lowest level since 
the US government started 
to issue regular Treasury 
hands back in 1977. 

Yields fell In response to 
weekend comments from 
Alan Greenspan, the Federal 
Reserve chairman, which 
cited the potential for defla- 
tion to have a virulently neg- 
ative effect on the US econ- 
omy. The co mm ents were 
seen as making a US interest 
rate rise appear far less 
likely. 


Some believe US bond 
yields have further to fan 
"We are seeing a negative 
price shock [inflation Iowa: 
rather than higher J. Add to 
that a shortage of longer 
term paper, the type that 
ageing investors desire, in 
the bond market, and we 
could see US bond yields 
over the next 2-3 years at 
levels not seen in most of 
our working lifetimes - 
below 5 per cent or lower,” 
said Michael Hughes, BZW 
group economic adviser. 

The strength of the US 
bond market helped the Dow 
Jones Industrial Average get 
off to another strong start, 
with the 8,000 level regained 
in early trading. It also led 


to a rally in European bonds 
and stocks, with share indi- 
ces in Copenhagen, Madrid 
and Mi lan all reaching 
record highs. 

At some point in 1998, 
investors may have to face 
the problem of squaring the 
dreie; the same deflationary 
pressures that are pushing 
down bond yields are 
unlikely to be very helpful 
for corporate earnings. 
There were some worrying 
profits warnings in the last 
few weeks of 1997. But the 

earning s issue is QOS which 

markets seem to have 
decided to deal with later to 
the year. 
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US equities Strong dollar boosts Paris 


The Milan stock ex c hange 
could hardly have wished 
for a better start to fife as a' 
private entity after 190 
years of state control 

The main indices yester- 
day continued to hit record 
hi ghs giving the newly pri- 
[ vatised Milan bourse a 
grand baptism. The real* 
time Mibtel index notched 
up a gain of 3.2 per cent. 

Most financial analysts 
are optimistic about market 
prospects over the next 
three months. After rising 
almost 60 per cent last 
year, they expect the 




Tiajxn ■ - ‘s’ - . ■ . ‘ i T ~ 


■WXQ : r?=r 


>0^ .. 


, poll 




wiPP 


$ far 3 




l-IOLflOQ- 1 1 1 1> T V 1 

: Vi - 


> is 

V <E *' 


£ ¥* 


momentum to be main- 
tained in the short term at yields have tumbled to 
least by the combination of all-time lows. . 
factors responsible for The yield spread between 
Milan's bull run last year. Italian government bonds 


advance as 
bonds rally 


FTSE Actuaries Share indices 
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AMERICAS 


A morning rally for US 
bonds sent the Dow Jones 
Industrial Average briefly 
above the 8,000 level, writes 
John Labale in Neic York. 

By early afternoon the 
Dow was 30.40 or 0.4 per cent 
ahead at 7,995.44. The 
broader Standard & Poor's 
500 was also higher, rising 
4.10 to 979.14. The day's 
greatest gains were among 
technology shares. The Nas- 
daq composite index rose 
19.29 or 1.2 per cent to 
1.600.82. 

Stronger bonds were the 
main driving force. “The 30- 
year bond is at a rate we've 
never seen before and that's 
setting a bottom on the 
(stock) market,” said Bill 
Meehan, chief market ana- 
lyst at Cantor Fitzgerald in 
Connecticut. 

The 30-year bond, the 
benchmark for long-term 
interest rates, had gained l’l 
at I05fij by early afternoon, 
sending the yield down to 
5.742 per cent, breaking 
through the previous low of 
5.77 per cent set in October 
1993. 

Treasury buying was 
sparked by comments made 
on Saturday by Federal 
Reserve chairman Alan 
Greenspan which gave bond 
investors renewed hope that 
interest rates would not be 
heading higher in the short 
term. 

Lower interest rates sent 
banking shares higher with 
J.P. Morgan gaining S3?« to 
$ii5 3 .;. 

Among techs, semiconduc- 
tor producers were espe- 
cially strong. Intel rose 
to $74 fi and Texas Instru- 
ments surged more than 4 


per cent to $49 v«. But putting 
downward pressure on the 
sector was internet company 
Netscape, which plunged 
more than 20 per cent or S4!i 
to SIS 1 '= after issuing a prof- 
its warning for the fourth 
quarter. 

A merger in the telecoms 
sector sent other stocks soar- 
ing. News that SBC Commu- 
nications would merge with 
Southern New England Tele- 
communications sent 
Southern New England’s 
shares up more than 20 per 
cent to SSh'd. 

In the steel sector, Luke ns 
rose more than 7 per cent to 
$30£ after the company said 
Bethlehem Steel had raised 
its takeover price for the 
company. Bethlehem's 
shares fell to S8fi. 

TORONTO gained ground 
in spite of weaker gold 
stocks. The TSE 300 index 
was 45.12 higher at 6.756.5 at 
midsession. 

On the upside, financial 
stocks were the main focus 
of interest, with investors 
continuing to concentrate on 
interest rate plays. Royal 
Bank of Canada was C$2.60 
better at CS7S.40 while CIBC 
advanced C$1.60 to C$46. 15. 
Consumer products, paper 
and forest products were 
also stronger. 

However, overall gains 
were restrained by weakness 
in gold stocks, out of favour 
on renewed weakness in the 
bullion price. Barrick gave 
up C$1.25 to C$25.80. 

Northern Telecom gained 
CS2.15 to C$68.30 following 
its 2-for-l stock split. New- 
bridge Networks surged 
C$2 .30 to C$54.00 on news of 
the group's marketing deal 
with Hewlett-Packard of the 
US. 


Dollar stocks set the pace in 
PARIS where the strength of 
the US currency and a solid 
start on Wall Street sent vol- 
ume up to 16.1m shares and 
lifted the CAC 40 index 32.70 
to 3.072.84. 

LVMH, Rhdne-Poulenc and 
Lafarge all met with good 
demand as the dollar, which 
broke above FFr6 on Friday, 
continued to gain ground. 
But the buying was selec- 
tive. 

LVMH put on FFr4400 at 
FFrl.060. Rhone FFT10.40 to 
FFr284.8 and Lafarge 
FFr1720 to FFr409.7. In con- 
trast. L'GreaJ and Sanofi 
retreated more than 2 per 
cent, slipping FFr55.00 to 
FFr2,342 and FFr17.00 to 
FFr667 respectively. 

Alcatel Alsthom jumped 
FFr26.00 to FFr314 on a Japa- 
nese press report that the 
company is to develop a 
high-speed data transmission 
network to Europe with NEC 
and Cisco. Renault provided 
the best blue-chip perfor- 
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Sao Paulo extends rally 


SAO PAULO extended its 
new year rally, with the Bov- 
espa index gaining 149 or 
1.42 per cent to 10.629 by 
midsession. The index has 
risen more than 3 per cent 
over the last week. 

Dealers said the market's 
strength was surprising 
because investors had been 
expected to take profits after 
the latest bout of Asian 
instability. Some of last 
week's gainers did lose 
ground, including Eletro- 
bras, down R$1 at RS55.50. 

Market heavyweight Tele- 
bras led the market higher. 


advancing R81.5 0 to R$132. 

MEXICO CITY opened 45 
minutes late after protesters 
supporting rebels in the 
southern state of Chiapas 
blocked off the stock 
exchange. The IPC index 
was almost unmoved in 
morning trading, losing 0.63 
to 5,203.37. 

BUENOS AIRES traded 
sideways in minimal volume 
as investors sat on their 
hands, awaiting a clear sig- 
nal on the future direction of 
Asian markets. By late 
morning, the Merval index 
was 2.3 lower at 691.81. 


mance, adding FFr8.60 or 5 
per cent to FFr181.1. 

Among second-liners. Club 
Med gained FFr23.00 to 
FFr452 after the company 
said a fresh strategic focus 
would be announced by the 
end of the month. 

AMSTERDAM moved 
higher, buoyed by strong 
gains for Philips and Hoo- 
govens. The AEX index 
ended up 12.12 at 939.11. 

Philips bounced FI 6.80 or 

5.5 per cent to FI 130.80 as 
the strength of the dollar 
fuelled new year buying. 

Hoogovens rose FI 3.80 or 

4.5 per cent to FI 88.10 after 
the company upgraded its 
earnings forecast for this 
year. The steel giant is now 
going for a 45 per cent net 
profit gain, up from an ear- 
lier estimate of 30 per cent. 

Among financials, Fortis 
Amev gained FI 1.00 to 
FI 90.90 following an upgrade 
to “accumulate” from “neu- 
tral” by Merrill Lynch. 
Retailer Ahold came off 20 
cents to FI 53.90 on news of a 


Chinese acquisition. Hage- 
meyer also lost ground on 
Asian worries, dipping 90 
cents to FI 86.00. 

FRANKFURT was also 
dollar-driven and the Xetra 
Dax index ended 52.63 higher 
at 4,416.95. 

However, the day was not 
without its Asian worries. 
Schering trimmed early 
losses but still ended lower 
after a downbeat statement 
in which the drugs group 
admitted the Asian crisis 
could hit profits. 

Schering has the largest 
exposure of any pharmaceu- 
tical company to Asia, 
mainly through Japan. The 
shares were initially marked 
down DM3.55. They later 
recovered to end 95pffe lower 
at DM1 79.50. 

Analysts downplayed the 
possibility of group profits 
being materially affected. 
"Most of Schering's Japanese 1 
sales are both government- j 
funded and tied into long- 
term contracts.” said Jo Wal- 
ton at Lehman Brothers. 
“The main risk is one of 
profits translation if the yen 
melts down.” 

Elsewhere, chemical 
stocks continued to benefit 
from a strong dollar. 
Hoechst gained DM1.18 to 
DM67.40. Bayer was 95pfg 
better at DM72.70 and BASF 
added 25pfg to DM67.04. 

Siemens added DM2.05 to 
DM114 after it announced it 
was teaming up with Moto- 
rola of the US to develop 
technology for producing 
advanced computer chips. 

MILAN set another 
all-time record, with the Mib- 
tel index finishing 556 higher 
at 17,762. Saving shares were 
strongly in favour, with 
many issues ending limit up. 
Investors were said to be bet- 
ting that these stocks, which 
carry no voting rights but 
offer an enhanced dividend, 
would be converted into 
ordinary shares. 

Banca Nazionale dj Agri- 
colo savings shares ended 
L169 higher at L1235. while 
Banca Intesa savings closed 
L5G7 better at L4.305. 


Among ordinary stocks, 
financials were also in 
favour as merger rumours 
continued to swirl around 
IMI. up Ll.363 at L22.950. and 
San Paolo di Torino, LI. 107 
better at L1EL50Q. 

Banca Intesa. created by 
the merger of Ambroveneto 
and Cariplo, closed L697 
higher at L7.695. 

MADRID was in a record- 
breaking mood, with the 
general index’ gaining 11.33 
to 660.07, a new high. Gains 
were broadly based with 
Telefonica ending Pta80 
higher at Pta4.725 and Rep- 
sol PtalTO to Pta6,820. 

ZURICH gained ground on 
blue-chip buying with drugs 
shares meeting with demand 
on strong earnings prospects 
and broker tips for 1988. 
Novartis added SFr38 to 


SFr2,40S in turnover of 
SFr470.5m. Swiss Reinsur- 
ance jumped SFrlS3 or 
almost 6.7 per cent to 
SFr2.915 on acquisition 
rumours and a rush by short 
sellers to close positions. 

A forecast that Swissair 
would this year make its 
first profit tor eight years 
lifted SAir Group SFrlQo to 
SFr2,105. The SMI index 
ended 13L5 higher at 6,397. 

ISTANBUL shot ahead to a 
record high after a weekend 
meeting between coalition 
partners that confirmed eco- 
nomic and privatisation tar- 
gets. The DIKB National-100 
index surged 260.40 or 7.6 per 
cent to 3,711.40 in good 
two-way volume. 


Written and edited by Jeffrey 
Brown, Jonathan Ford and 
Peter HaB. 


SOUTH AFRICA 


Johannesburg shares drifted 
lower, hit by a soft gold 
price and sharp falls in the 
rand. The all-share index 
closed 113 lower at 6.190.4. 

Gold shares lost ground as 
bullion weakened and the 
gold sab-index slipped 16.6 
to 785.2. 

The rand's fall to record 
lows against the dollar hurt 
sentiment bat some foreign 
earners gained ground. Dia- 
mond producer De Beers 
rose R2J0 to R101J20. 


Volumes in equities last 
year more than doubled to 
L334,613bn with a daily 
trading average of 
Ll ,344b n. The capitalisation 
of quoted companies rose 
from L366JL57bn at the end 
Of 1996 to L587.049bn. a 
level equivalent to about 30 
per cent of Italy’s gross 
domestic product 

The market has also been 
buoyed by Italy's growing 
chances of joining the first 
wave of countries into 
European economic and 
monetary union. 

The Treasury last Friday 
said the government deficit 
last year was more than 
halved to L52,500bn, bring- 
ing it down to 2.7 per cent 
of GDP. well below the 3 
per cent deficit to GDP 
ratio required by Maas- 
tricht. 

Romano Prodi, the prime 
minister, also forecast a fall 
in fiscal pressure this year 
and said there would be no 
need for any additional 
budgetary adjustment to 
square the Emu arithmetic. 

Encouraging Em u omens. 

low inflation and falling 
base rates, the US dollar's 
strength and the good per- 
formance of other Euro- 
pean bourses have all 
fuelled Italy’s euphoria. 

After decades of invest- 
ing to high yielding govern- 
ment bonds. Italians have 
finally turned to equities as 
interest rates and bond 


and German bunds has j 
now narrowed to less than : 
30 basis points following 
the Bank of Italy’s Christ- 
mas Eve rate cut 
And the market believes 
there is still room “Car Ital- 
ian short-term rates to 
decline further to Ma y 
cross-rates for the SsWU . 
currency will be set, which 
should bring shdrttera 
rates roughly into fine 
across the Euro members. 

- As well as the promising 
macro -economic- picture, 
there has been good-news 
for the Italian market at 
the corporate level; -Consol- 
idation and restructuring 
within the banking and 
insurance industries have 
provided strong support fia- 
the equity market. ' 
Ambroveneto, for exam- 
ple. rose 342 per cent last 
year and Credrto Italian o 
nearly 230 per cent 
Plans for the introduc- 
tion this year - of long- 
awaited corporate gover- 
nance rules in Italy have 
helped to place the spot- 
light in recent weeks on 
non-voting savings shares, 
which are expected to bene- 
fit from the new regula- 
tions. 

The market's appetite lor 
savings shares was best 
shown by Friday’s 15 per 
cent rise for Credito ftal- 
iano non-voting shares. 
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Nikkei falls back through 15,000 




ASIA PACIFIC 


Japanese equities started the 
year badly with the Nikkei 
225 index falling back 
through the 15.000 mark. 
writes Paul Abraham in 
Tokyo. 

The yen's depreciation 

against the dollar and con- 
tinuing concerns about the 
economy pushed the market 
lower. The Nikkei 225 ended 
down 2 per cent at 14.956. the 
intra-day low. The intra-day 
high was 15.307. 

The oil and paper sectors 
fell 32 per cent and 2 per 
cent respectively as the yen 
hit a five-year low against 
the dollar, closing in Tokyo 
at Y132. Both sectors have to 
import raw materials priced 
in dollars, but generate reve- 
nues principally in yen. 

Showa Shell fell Y19 or 2JS 
per cent to Y636, Mitsubishi 
Oil Yll or 5.7 per cent to 
Y182, and Tonen Corp Y52 or 
7.3 per cent to Y6S2. Among 
paper stocks. Mitsubishi 
Paper fell Y14 or 7 j 6 per cent 
to Y169 Qji Paper Y19 or 3.6 
per cent to Y500. 

It was a bad day for the 
Mitsubishi business group- 
ing, Mitsubishi Chemical fell 
9.6 per cent to Y169, while 
Mitsubishi Steel dropped 91! 


per cent to Y1I8. Both are 
likely to be hit by the con- 
tinuing depreciation of 
Asian currencies which ben- 
efit regional competitors. 

Trading was limited to a 
morning session. Turnover 
was light at 150m shares 
traded on the first section of 
the Tokyo Stock Exchange. 
But the sell-off was broad- 
based. with the Topix index 
of all first section stocks fall- 
ing 0 7 per cent or 8.4 to 
1,166. A total of 548 stocks 
fell. 479 rose and 169 were 
unchanged. In Osaka the 
OSE index closed down 28 at 
15,014. with 6.3m shares 
traded. 

HONG KONG moved 
steeply lower as neighbour- 
ing currencies hit fresh lows. 

Dealers said market nervous- 
ness was heightened by thin 
volumes. The Hang Seng 
index closed down 377.03 or 
3.5 per cent at 10.303.54. 

Local money market rates 
hardened noticeably as cur- 
rencies across Asia came 
under renewed pressure. 
Property was the weakest 
sector with Sun Hung Kai 
dropping HKS2.75 to 
HK$5i.Q0 and Henderson 
Land HK$1.$0 to HKS34.70. 

SYDNEY closed sharply 
higher. The AJI Ordinaries 
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index gained 352 or 1.4 per 
cent to 2,644.3 in thin vol- 
ume. 

Banks were fairly active. 
NAB was up 31 cents at 
A$2i.7i and ANZ 13 cents at 
A$1020. Westpac gained 23 
cents to AS and Common- 
wealth Bank 41 cents to 
AS17.90. News Corp put on 
24 cents to AJ8.72. Among 
resource stocks, BHP added 
12 cents at AS14.32. 

KUALA LUMPUR saw 
shares in infrastructure pro- 
jects slump after the govern- 
ment said on Friday it would 
review charges made by ton 
road operators with a view 
to cutting next year’s rises. 


The move raised fears that 
all infrastructure projects 
could bave their contracts 
unilaterally amended by the 
government. "Investors are 
saying that if the govern- 
ment tears up toU road con- 
tracts, it could tear up any 
contract." said David Bates 
at Paribas Asia Equity. 

Shares in independent 
power projects and road 
operators fell. Power pro- 
ducer Malakoff lost 85 cents 
to M$7.05 and YTL Power 13 
cents to M$2.82. ToU road 
operator Sungei Way tum- 
bled 12 cents to MSI. 01. 
while Gamuda lost 34 cents 
at M$1.64. A slump in the ! 
ringgit and further profit- 
taking in the finance sector 
drove the composite index 
25.17 lower to 546.79. 

SEOUL closed higher after 
international financier 
George Soros said he would 
try to help South Korea over- 
come its financial crisis fol- 
lowing a meeting with presi- 
dent-elect Kim Dae-jung. 

Mr Soros said his Funds 
could increase their holdings 
to the country, a move local 
brokers hoped would encour- 
age other foreign funds to 
follow suit. The composite 
index ended 11 higher at 
396.49. 
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